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medical costs

h e  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y  c o n v e n e d  a  Wo r k e r s '  C o m p e n s a t i o n
M e d i c a l  C o s t s  Ta s k - f o r c e  t h a t  m e t  s e v e n  t i m e s  b e t w e e n  A u g .  2 6  a n d  D e c .  2 ,  2 0 0 3 .

Tw e l v e  r e p r e s e n t a t i v e s  f r o m  t h e  l a b o r,  b u s i n e s s ,  h e a l t h  c a r e ,  i n s u r a n c e ,  h o s p i t a l  a n d  p h a r m a c y
indus t r ies  cons idered  the  na ture  and  scope  of  medica l  cos ts  in  the  Minnesota  workers �  compensa t ion
s y s t e m  ( s e e  A p p e n d i x  A ) .  T h e  d e p a r t m e n t  p r o v i d e d  b r i e f i n g s  o f  a v a i l a b l e  i n f o r m a t i o n  a n d  d a t a
a b o u t  m e d i c a l  c o s t s  i n  M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n ,  o t h e r  M i n n e s o t a  h e a l t h  c a r e  s y s t e m s
a n d  o t h e r  s t a t e �s  w o r k e r s � c o m p e n s a t i o n  s y s t e m s .  T h e  d e p a r t m e n t  a l s o  p r e s e n t e d  a  s e r i e s  o f
r e c o m m e n d a t i o n s  t o  s e r v e  a s  a  s t a r t i n g  p o i n t  a n d  f o c u s  f o r  t h e  t a s k - f o r c e �s  d i s c u s s i o n s  a n d
c o n s i d e r a t i o n s .

T

medical costs

P h a r m a c y  c o s t s

1 . Set maximum allowable fee for medications at:

� m a x i m u m  a l l o w a b l e  c h a r g e  +  $ 3 . 6 5 ;  o r

� 86  percen t  average  wholesa le  p r ice  +  $3 .65 ,
i f  n o  m a x i m u m  a l l o w a b l e  c h a r g e  p r i c e  i s
ava i l ab l e .

2 . A l l o w  a n  e m p l o y e r / i n s u r e r  t o  c o n t r a c t  w i t h
and  nego t ia te  ra tes  wi th ,  a  pharmacy  ne twork
f rom which  the  in ju red  employee  mus t  s e l ec t
a pharmacy to fill prescriptions. Mileage parameters
would be included to ensure reasonable access.

3 . Require pharmacy benefit  managers to disclose
t o  e m p l o y e r s  a n d  i n s u r e r s  a n y  r e b a t e s  o r
d i s c o u n t s  r e c e i v e d  f r o m  d r u g  m a n u f a c t u r e r s
o r  p h a r m a c i s t s .

4 . Amend  the  worke r s �  compensa t ion  t r ea tmen t
p a r a m e t e r s  t o  p r o v i d e :

� r u l e s  f o r  u s e  o f  s p e c i f i c  c l a s s e s  o f  d r u g s
(such as  use  of  narcot ics  for  musculoskeleta l
p a i n ) ;  a n d

An overv i ew  o f  the  depar tmen t ' s   r ecommenda t ions :

� t i m e  a n d  q u a n t i t y  p a r a m e t e r s  f o r  t h e  u s e  o f
s e l e c t e d  d r u g s  f o r  s p e c i f i c  c o n d i t i o n s  ( s u c h
as  nons te ro ida l  an t i - in f l ammato r i e s  fo r  i n i t i a l
t r e a t m e n t  o f  m u s c u l o s k e l e t a l  i n j u r i e s ) .

H o s p i t a l  c o s t s

1 . F o r  a l l  s e r v i c e s  n o t  c o v e r e d  b y  t h e  m e d i c a l
fee  schedule ,  pay noncr i t ica l -access  hospi ta ls
a t  t h e  m o s t  r e c e n t  a v e r a g e  o v e r a l l  p a y m e n t -
to-charge rat io for  al l  hospitals  plus 15 percent
(53  percent  +  15  percent  =  68  percent ) .  Adjus t
this  re imbursement  ra te  annual ly  with updated
d a t a  f r o m  D e p a r t m e n t  o f  H e a l t h .

2 . Identify cr i t ical-access hospitals  for  increased
r e i m b u r s e m e n t .  P a y  i n - p a t i e n t  s e r v i c e s  a t
c r i t i c a l - a c c e s s  h o s p i t a l s  a t  1 0 0  p e r c e n t  o f
u sua l  and  cus tomary  ( U  a n d  C )  r a t e .  P a y
a l l  o the r  s e rv ices  a t  t he  med ica l  f ee  schedu le
r a t e  p l u s  1 5  p e r c e n t ,  i f  i t  a p p l i e s ,  o r  a t  t h e
average payment-to-charge ratio for all hospitals
p l u s  3 0  p e r c e n t ,  i f  i t  d o e s  n o t  a p p l y.
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M e d i c a l  f e e s

1 . T h e  a p p r o p r i a t e  i n f l a t o r  f o r  t h e  c o n v e r s i o n  f a c t o r  i s  t h e  p r o d u c e r s  p r i c e  i n d e x  f o r  p h y s i c i a n s
( P P I - P ) .  R e - a d j u s t  t h e  M i n n e s o t a  w o r k e r s '  c o m p e n s a t i o n  m e d i c a l  f e e  s c h e d u l e  c o n v e r s i o n
f a c t o r  t o  w h a t  i t  w o u l d  h a v e  b e e n  h a d  t h e  P P I - P  b e e n  u s e d  f o r  a n n u a l  a d j u s t m e n t s  s i n c e
1 9 9 3  �  $ 6 2 . 8 6  �  a n d  i n  t h e  f u t u r e  a d j u s t  b y  P P I - P.

2 . P a y  n o n h o s p i t a l  s e r v i c e s  n o t  c o v e r e d  b y  t h e  f e e  s c h e d u l e  a t  6 8  p e r c e n t  o f  t h e  p r o v i d e r s  U
a n d  C  c o s t s .

U t i l i z a t i o n  c o n t ro l

1 . Amend  the  s t a tu te  to  l imi t  phys ica l  med ic ine  moda l i t i e s  and  p rocedures  to  24  v i s i t s  pe r  in ju ry.

2 . A m e n d  t h e  s t a t u t e  t o  d e f i n e  a n y  t e c h n o l o g y  n o t  a p p r o v e d  b y  t h e  F D A  p r i o r  t o  t h e  d a t e  o f
e n a c t m e n t  a s  � n o t  r e a s o n a b l y  r e q u i r e d �  u n l e s s  a p p r o v e d  f o r  u s e  b y  t h e  D e p a r t m e n t  o f
L a b o r  a n d  I n d u s t r y  c o m m i s s i o n e r  i n  c o n s u l t a t i o n  w i t h  t h e  M e d i c a l  S e r v i c e s  R e v i e w  B o a r d
( M S R B ) .

Tre a t m e n t  p a r a m e t e r s

1 .  A d d  t o  t h e  s t a t u t o r y  d e f i n i t i o n  o f � r e a s o n a b l y  r e q u i r e d  t r e a t m e n t � :
� � a s  d e f i n e d  b y  a n y  a p p l i c a b l e  t r e a t m e n t  p a r a m e t e r ; �
� t r e a t m e n t  e x c e e d i n g  a  p a r a m e t e r  i s  p r e s u m e d  t o  b e  � n o t  r e a s o n a b l y  r e q u i r e d ; �  a n d ,
� p r e s u m p t i o n  i s  r e b u t t a b l e  b y  c l e a r  a n d  c o n v i n c i n g  m e d i c a l  e v i d e n c e  t h a t  a  r e a s o n  f o r

d e p a r t u r e  e x i s t s .

2 .  R e q u i r e  j u d g e s  a n d  p a y o r s  t o  a p p l y  t h e  p a r a m e t e r s :
� p a y o r s  m u s t  c i t e  p a r a m e t e r s  i n  d e n i a l s  o f  � u n r e a s o n a b l e �  t r e a t m e n t ;
� f a c t  f i n d e r s  m u s t  m a k e  d e c i s i o n s  b a s e d  o n  p a r a m e t e r s ;  a n d
� i f  p a r a m e t e r  w a s  n o t  u s e d  i n  a d j u d i c a t i n g  a  c l a i m ,  t h e  f a c t  f i n d e r  m u s t  e x p l a i n  w h y  i t  w a s

n o t  u s e d .

3 . A u t h o r i z e  t h e  d e p a r t m e n t  t o  u s e  � e x p e d i t e d �  r u l e - m a k i n g  t o  u p d a t e  a n d  e x t e n d  p a r a m e t e r s
w i t h  l e g a l  s t a n d a r d  t h a t  p a r a m e t e r  m u s t  r e f l e c t  e v i d e n c e - b a s e d  m e d i c a l  p r a c t i c e  a n d  b e
d e v e l o p e d  i n  c o n s u l t a t i o n  w i t h  M S R B .

Summary  o f  depar tmen t ' s  r ecommenda t ions  con t inued  . . .
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Summary  o f  med ica l  t a sk - force ' s  r ecommenda t ions

T h e  l a b o r  r e p r e s e n t a t i v e s  w e r e  u n i v e r s a l l y  o p p o s e d  t o  a n y  c h a n g e s  i n  t h e  s t a t u s  q u o ,
c o n s i s t e n t  w i t h  t h e i r  o p i n i o n  t h a t  t h e r e  w a s  n o  m e d i c a l  c o s t  p r o b l e m  a n d  t h e i r  c o n c e r n  t h a t  t h e
p r o p o s e d  c h a n g e s  w o u l d  a l l  h a v e  n e g a t i v e  i m p a c t s  o n  t h e  i n j u r e d  w o r k e r s �  a c c e s s  t o  h e a l t h
c a r e  s e r v i c e s .

T h e  p h a r m a c y  r e p r e s e n t a t i v e  a l s o  o p p o s e d  a n y  c h a n g e s  t o  t h e  c u r r e n t  s y s t e m .

T h e  h e a l t h  c a r e  p r o v i d e r  r e p r e s e n t a t i v e s   u n a n i m o u s l y  o p p o s e d  a n y  r e d u c t i o n s  i n  p a y m e n t s  f o r
s e r v i c e s ,  b u t  f r e q u e n t l y  e n d o r s e d  r e c o m m e n d a t i o n s  a i m e d  a t  c o n t r o l l i n g  i n a p p r o p r i a t e
u t i l i z a t i o n  a n d  s t r e n g t h e n i n g  t h e  t r e a t m e n t  p a r a m e t e r s .

O n l y  t w o  o f  t h e  h e a l t h  c a r e  p r o v i d e r  r e p r e s e n t a t i v e s  o f f e r e d  a n y  c o m m e n t s  a b o u t  t h e
d e p a r t m e n t �s  m a n a g e d  c a r e  r e c o m m e n d a t i o n s . T h e y  b o t h  o p p o s e d  a n y  c h a n g e s  �  e s p e c i a l l y
a l l o w i n g  m a n a g e d  c a r e  p l a n s  t o  n e g o t i a t e  r a t e s  o f  p a y m e n t  w i t h  p a r t i c i p a t i n g  p r o v i d e r s .

A m a j o r i t y  o f  t h e  e m p l o y e r  r e p r e s e n t a t i v e s  g e n e r a l l y  e n d o r s e d  t h e  d e p a r t m e n t �s
r e c o m m e n d a t i o n s  o r  o f f e r e d  n o  c o m m e n t .

N o t e :   T h e  t a s k - f o r c e s  a g e n d a s ,  t e s t i m o n i a l s  a n d  m i n u t e s  c a n  b e  f o u n d  o n l i n e  a t
w w w. d o l i . s t a t e . m n . u s / m e d c o s t . h t m l .

M a n a g e d  c a re

1 . C e r t i f i e d  m a n a g e d  c a r e  p l a n s  b e  a l l o w e d  t o  n e g o t i a t e  f e e s  w i t h  p a r t i c i p a t i n g  p r o v i d e r s .

2 . M a k e  p e e r  r e v i e w,  u t i l i z a t i o n  r e v i e w,  c a s e  m a n a g e m e n t  a n d  d i s p u t e  r e s o l u t i o n  o p t i o n a l
f e a t u r e s  o f  c e r t i f i e d  m a n a g e d  c a r e .

3 . R e d e f i n e  w h e n  t h e r e  i s  a  p r i o r  t r e a t i n g  r e l a t i o n s h i p .

4 . R e q u i r e  t h e  e m p l o y e e  t o  u s e  t h e  c e r t i f i e d  m a n a g e d  c a r e  p l a n �s  d e s i g n a t e d  p r o v i d e r  f o r  t h e
f i r s t  1 4  d a y s  o f  t r e a t m e n t .

5 . E v e n  w h e n  t h e  e m p l o y e r  d o e s  n o t  h a v e  a  m a n a g e d  c a r e  p l a n ,  a l l o w  e m p l o y e r  t o  s e l e c t  i n i t i a l
h e a l t h  c a r e  p r o v i d e r  f o r  t h e  f i r s t  1 4  d a y s  o f  t r e a t m e n t .
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T h e  c o s t  o f  m e d i c a l  c a r e  i n  w o r k e r s �  c o m p e n s a t i o n  h a s  b e e n  a  r e c u r r e n t  c o n c e r n  b o t h  i n
M i n n e s o t a  a n d  a r o u n d  t h e  c o u n t r y.  Wo r k e r s � c o m p e n s a t i o n  i n s u r e r s  p a y  f o r  a n y  � r e a s o n a b l e
a n d  n e c e s s a r y �  t r e a t m e n t  f o r  t h e  � c u r e  o r  r e l i e f �  o f  t h e  w o r k  i n j u r y.

U n l i k e  a l m o s t  a l l  o t h e r  m e d i c a l  p a y m e n t  s y s t e m s ,  t h e r e  a r e  n o  l i m i t s  p l a c e d  o n  t h e  t y p e s  o f
s e r v i c e s  c o v e r e d ,  t h e  t y p e s  o f  h e a l t h  c a r e  p r o v i d e r s  t h a t  c a n  r e n d e r  t r e a t m e n t  o r  t h e  d u r a t i o n
o f  l i a b i l i t y.  M o r e o v e r,  a  n u m b e r  o f  c o s t - c o n t r o l  t e c h n i q u e s  u s e d  i n  g e n e r a l  m e d i c a l  i n s u r a n c e
a r e  n o t  c o m p a t i b l e  w i t h  t h e  w o r k e r s �  c o m p e n s a t i o n  s y s t e m :   d e d u c t i b l e s ,  c o - p a y s  a n d  c o -
in su rance  pa id  by  t he  c l a iman t  o r  l i f e t ime  l im i t s  on  l i ab i l i t y.

I n  M a y  1 9 8 8 ,  t h e  M i n n e s o t a  L e g i s l a t u r e  p r o v i d e d  f u n d i n g  t o  t h e  D e p a r t m e n t  o f  L a b o r  a n d
I n d u s t r y  f o r  t h e  f i r s t  c o m p r e h e n s i v e  s t u d y  o f  m e d i c a l  c o s t s  i n  w o r k e r s �  c o m p e n s a t i o n  i n  t h e
U n i t e d  S t a t e s .  T h e  s t u d y 1,  r e l e a s e d  i n  M a r c h  1 9 9 0 ,  f o u n d  t h a t :

� m e d i c a l  c o s t s  w e r e  i n c r e a s i n g  f a s t e r  i n  w o r k e r s �  c o m p e n s a t i o n  t h a n  i n  g e n e r a l  h e a l t h  c a r e ;

� t h e  r a t e  o f  i n f l a t i o n  w a s  g e t t i n g  l a r g e r  ( 9 . 3
p e r c e n t  i n  1 9 6 5 - 1 9 7 0 ;  1 4 . 7  p e r c e n t  i n
1980-1985) ;

� w o r k e r s �  c o m p e n s a t i o n  i n s u r e r s  p a i d  t w i c e  a s
much as general  medical  insurers  for  comparable
in jur ies .

S i n c e  t h e n ,  t h e s e  f i n d i n g s  h a v e  b e e n  e x t e n d e d
a n d  r e p r o d u c e d  i n  s t u d i e s  i n  o t h e r  s t a t e s 2.

As  a  resul t  of  these  f indings ,  in  1992 the  Minnesota
Legislature enacted a number of workers� compensation
r e f o r m s  d e s i g n e d  t o  c o n t r o l  m e d i c a l  c o s t s .  T h e s e
included:

� a  1 5  p e r c e n t  r e d u c t i o n  i n  m a x i m u m  f e e s  p a i d  t o  h e a l t h  c a r e  p r o v i d e r s ,  i m p o s i t i o n  o f  t h e
M e d i c a r e  r e s o u r c e - b a s e d  r e l a t i v e  v a l u e  s y s t e m  ( R B RV S )  a n d  l i m i t a t i o n  o f  f u t u r e  f e e
i n f l a t i o n  t o  n o  m o r e  t h a n  t h e  c h a n g e  i n  t h e  s t a t e w i d e  a v e r a g e  w e e k l y  w a g e  ( S AW W ) 3;

� I n t r o d u c t i o n  o f  c e r t i f i e d  m a n a g e d  c a r e  a n d  m a n d a t o r y  t r e a t m e n t  p a r a m e t e r s  t o  r e d u c e
i n a p p r o p r i a t e  h e a l t h  s e r v i c e s  u t i l i z a t i o n 4.

Footnotes
1 Resea rch  and  Educa t ion  Div i s ion  �Repor t  t o  t he  Leg i s l a tu re  on  Hea l th  Ca re  Cos t s  and  Cos t  Con ta inmen t

in  Minneso t a  Worke r s � Compensa t i on�  St .  Pau l ,  Minn . ;  Minneso t a  Depa r tmen t  o f  Labor  and  Indus t ry ;
1990  W.G.  Johnson ,  J .F.  Bur ton ,  L .  Thornqu i s t ,  B .  Za idman ,  �Why Does  Workers � Compensa t ion  Pay  More
for  Heal th  Care�  Benef i t s  Quar ter ly  1993;  9(4) :  22-3 .

2 Johnson  W.G. ,  Ba ldwin  M.L. ,  Bur ton  J .F. ,  �Why i s  t r ea tment  o f  work  re la ted  in ju r ies  cos t ly?  New ev idence
from California� Inquiry 1996;  33:  53-65.

3 Minneso ta  Sta tu tes  sec t ion  176 .136 ;  ava i l ab le  a t :  www.rev i so r. l eg . s t a t e .mn .us / s t a t s /176 / .
4 Minneso ta  S ta tu tes  sec t ions  176 .1351  and  176 .83  subd .  5 ;  ava i l ab le  a t :

www.rev i sor. l eg . s ta te .mn.us / s ta t s /176/ .

B a c k g r o u n d  a b o u t  w o r k e r s '  c o m p e n s a t i o n  m e d i c a l  c o s t s
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5 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depa r tmen t  o f  Labor  and  Indus t ry,  2003 .
6 Ibid. The 2002 estimate is based on preliminary data from the Minnesota Workers' Compensation Insurers Association.
7 Ibid.
8 J . B .  Tr e a s t e r  � C o s t  o f  I n s u r a n c e  f o r  Wo r k  I n j u r i e s  S o a r s  A c r o s s  U . S . �  T h e  N e w  Yo r k  Ti m e s

June 23,  2003;  repr in t  avai lable  a t :   www.wcr inet .org/ar t ic le_ny_t imes_6.26.03.html .
9 2003 Laws of  Minnesota ,  Chapter  128 ,  Ar t ic le  11 ,  Sec t ion  12 .

Recent increases in workers� compensation premiums
h a v e  a g a i n  r a i s e d  c o n c e r n s  a b o u t  m e d i c a l  c o s t s
i n  w o r k e r s �  c o m p e n s a t i o n .  W h i l e  t h e  a v e r a g e
m e d i c a l  c o s t  p e r  c l a i m  g r e w  3  t o  7  p e r c e n t  a
y e a r  f r o m  1 9 9 5  t o 1 9 9 8 ,  i n c r e a s e s  i n  t h e  c o s t
o f  m e d i c a l  c a r e  p e r  c l a i m  r e a c h e d  d o u b l e  d i g i t s
beginning in  1999:   16 percent  in  1999,  12 percent
i n  2000 ,  and  15  pe rcen t  i n  2001 ,  t he  mos t  r ecen t
y e a r  f o r  w h i c h  d a t a  i s  a v a i l a b l e 5.

Even  a f t e r  ad jus t i ng  fo r  annua l  g rowth  in  wages
to  correct  for  general  inf la t ion,  the  ra te  of  growth
in  cos t s  has  been  subs tan t ia l :  10  percen t  in  1999 ,
7  p e r c e n t  i n  2 0 0 0 ,  a n d  1 2  p e r c e n t  i n  2 0 0 1 .

L i k e w i s e  t h e  c o s t  o f  w o r k e r s �  c o m p e n s a t i o n ,
w h i c h  h a d  f a l l e n  b y  a l m o s t  h a l f  f r o m  1 9 9 4  t o
2 0 0 0 ,  r o s e  5  p e r c e n t  r e l a t i v e  t o  p a y r o l l  i n  2 0 0 1 ,
wi th  ano the r  12  pe rcen t  inc rease  in  cos t  in  2002 ,
t o  $ 1 . 5 8  p e r  $ 1 0 0  o f  p a y r o l l 6.  T h i s  i n c r e a s e
h a s  o c c u r r e d  d e s p i t e  t h e  f a c t  t h a t  t h e  n u m b e r
o f  o c c u p a t i o n a l  i n j u r i e s  c o n t i n u e s  t o  d e c l i n e  �
22.9 percent  s ince 1995,  14.6 percent  s ince 20007.

M e d i c a l  c o s t s  i n  M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n  s i n c e  1 9 9 3

D e p a r t m e n t  p re s e n t a t i o n :   A f t e r  a  1 3 . 7  p e r c e n t  d e c l i n e  b e t w e e n  1 9 9 3  a n d  1 9 9 4  d u e  t o  t h e  c o s t
c o n t a i n m e n t  m e a s u r e s  i m p l e m e n t e d  a f t e r  t h e  1 9 9 2  l e g i s l a t i v e  r e f o r m s ,  t h e  a v e r a g e  m e d i c a l
p a y m e n t  p e r  c l a i m  h a s  n e a r l y  d o u b l e d :

Large increases in workers�  compensation medical
c o s t s  h a v e  n o t  b e e n  u n i q u e  t o  M i n n e s o t a ,  b u t
h a v e  o c c u r r e d  i n  o t h e r  j u r i s d i c t i o n s  a s  w e l l ,
m a n y  o f  w h i c h  h a v e  r e c e n t l y  b e g u n  t o  a d d r e s s
these  i ssues 8.  In  2003,  the  Minnesota  Legis la ture
d i r e c t e d  t h e  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y
t o  c o n v e n e  a  � w o r k i n g  g r o u p �  w i t h  m e m b e r s
r e p r e s e n t i n g  l a b o r,  e m p l o y e r s  a n d  h e a l t h  c a r e
p r o v i d e r s  t o  s t u d y  m e d i c a l  c o s t s  i n  t h e  s t a t e �s
w o r k e r s �  c o m p e n s a t i o n  s y s t e m 9.

The  working  group was  d i rec ted  to  ident i fy  cos t
dr ivers ,  de termine  i f  cos ts  were  excess ive  and
cons ider  whether  in jured  workers  have  adequate
access  to  hea l th  care .  In  par t icu lar  the  group
was asked to  examine the  growth of  medical  cos ts
in workers '  compensation in comparison to overall
medica l  cos ts  and  medica l  cos ts  tha t  might  be
unique to  the  workers�  compensat ion sys tem.  The
working  group was  requi red  to  make a  repor t  of
i ts  f indings and any recommendat ions i t  may have
to  the  Workers� Compensat ion  Advisory  Counci l
(WCAC) by  Jan .  9 ,  2004.  In  turn ,  the  WCAC
must  repor t  to  the  Legis la ture  by  Feb.  15 ,  2004 .

Figure 1

R e s e a r c h  a n d  S t a t i s t i c s ,
M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3

W h i l e  t h e  m e d i c a l  c o s t  p e r  c a s e  h a s  r i s e n  m o s t
d r a m a t i c a l l y  f o r  t h o s e  c l a i m s  w i t h  l o s t  w o r k
t ime,  they  have  a l so  increased  for  c la ims  wi thout
lo s t  t ime .

O f  c o u r s e ,  s o m e  o f  t h i s  i n c r e a s e  i s  e x p l a i n e d
by the statutory provision that allows the maximum
f e e s  p a i d  t o  p r o v i d e r s  t o  i n c r e a s e  e a c h  y e a r  b y
n o  m o r e  t h a n  t h e  c h a n g e  i n  t h e  S AW W.

But  th is  i s  not  the  ent i re  explanat ion;  the  increase
i n  t h e  a v e r a g e  p a y m e n t  p e r  c l a i m  i s  g r e a t e r
t h a n  t h e  i n c r e a s e  i n  m a x i m u m  f e e s  d u e  t o  t h e
a n n u a l  i n c r e a s e  i n  t h e  m e d i c a l  f e e  s c h e d u l e �s
c o n v e r s i o n  f a c t o r.
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Figure 2

R e s e a r c h  a n d  S t a t i s t i c s ,
M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3

U n d e r l y i n g  t h e s e  i n c r e a s e s  a r e  a  n u m b e r  o f
t r e n d s 1 0:

� T h e r e  h a v e  b e e n  c h a n g e s  i n  t h e  d i s t r i b u t i o n
of  payments  among providers .  More  payments
a r e  b e i n g  m a d e  t o  h o s p i t a l s  a n d  p h a r m a c i e s
n o w  t h a n  p r i o r  t o  1 9 9 3 .

� T h e r e  h a v e  b e e n  l a r g e  d i f f e r e n c e s  i n  t h e
r a t e  o f  g r o w t h  i n  c h a r g e s  a m o n g  p r o v i d e r s .
W h i l e  p h y s i c i a n  a n d  c h i r o p r a c t o r  c h a r g e s
p e r  c l a i m  h a v e  i n c r e a s e d  b y  2 3 0  p e r c e n t
a n d  1 7 2  p e r c e n t  r e s p e c t i v e l y,  h o s p i t a l  c o s t s
p e r  c l a i m  h a v e  i n c r e a s e d  2 4 7 p e r c e n t  t o  2 5 6
p e r c e n t  a n d  p h a r m a c y  c o s t s  h a v e  g r o w n  b y
8 2 9  p e r c e n t .

� T h e r e  h a v e  b e e n  c h a n g e s  i n  t h e  d i s t r i b u t i o n
o f  p a y m e n t s  b y  s e r v i c e  c a t e g o r y.  W h i l e
o f f i ce  v i s i t s  accoun ted  fo r  a lmos t  25  pe rcen t
o f  c o s t s  p r i o r  t o  1 9 9 3 ,  t h e y  n o w  r e p r e s e n t
l e s s  t h a n  1 0  p e r c e n t  o f  t h e  c h a r g e s .  O n
the other hand, surgical services have increased
f r o m  8 . 8  p e r c e n t  o f  c h a r g e s  t o  1 3 . 3  p e r c e n t
a n d  r a d i o l o g y  s e r v i c e s  f r o m  7 . 2  p e r c e n t
t o  9 . 8  p e r c e n t .

� T h e r e  h a v e  b e e n  l a r g e  d i f f e r e n c e s  i n  t h e
rate of growth in charges among service categories.

1 0 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
www.dol i . s ta te .mn.us /pdf /medtaskforce08_26_03.pdf.

1 1 Ibid.

While office visit costs per claim have increased
a  l i t t l e  more  t han  200  pe rcen , t  r ad io logy  and
s u r g e r y  c o s t s  p e r  c l a i m  h a v e  g o n e  u p  2 7 0
p e r c e n t  a n d  2 8 0  p e r c e n t ,  r e s p e c t i v e l y.

I n  s h o r t ,  t h e r e  h a s  b e e n  a  s h i f t  t o  p r o v i d e r s
t h a t  a r e  n o t  s u b j e c t  t o  t h e  m e d i c a l  f e e  s c h e d u l e
a n d  t o  s e r v i c e s  w i t h  t h e  h i g h e s t  r a t e  o f  g r o w t h
i n  c h a r g e s .

M e d i c a l  c o s t  i n c r e a s e s  a r e  g e n e r a l l y  a t t r i b u t e d
to  one  o r  more  o f  th ree  mechan i sms :   an  inc rease
in  the  cos t  o f  se rv ices ;  an  inc rease  in  the  number
o f  s e r v i c e s  p r o v i d e d ;  o r  a  c h a n g e  i n  t h e  t y p e  o f
s e r v i c e s  p r o v i d e d .  T h e r e  i s  e v i d e n c e  o f  a l l
t h r e e  p h e n o m e n a  i n  t h e  M i n n e s o t a  w o r k e r s �
c o m p e n s a t i o n  s y s t e m 11.

T h e  c o s t  f o r  s e r v i c e s  c o v e r e d  b y  t h e  M i n n e s o t a
fee  s chedu le  has  i nc reased  more  than  44  pe rcen t
s i n c e  1 9 9 3 .  T h i s  i s  s u b s t a n t i a l l y  h i g h e r  t h a n
t h e  c o n s u m e r  p r i c e  i n d e x  a n d  o t h e r  m e a s u r e s
o f  i n f l a t i o n .  O n l y  t h e  i n c r e a s e  i n  t h e  C P I - M ,  a
m e a s u r e  o f  i n f l a t i o n  f o r  m e d i c a l  s e r v i c e s  p a i d
d i r e c t l y  b y  c o n s u m e r s  ( a s  o p p o s e d  t o  i n s u r e r s ) ,
is comparable. Likewise, there has been an increase
i n  t h e  n u m b e r  o f  s e r v i c e s  p e r  c l a i m ,  e s p e c i a l l y
for services not covered by the treatment parameters
or  services  paid  outs ide  the  medical  fee  schedule .

T h e  c h a n g e  i n  t h e  t y p e s  o f  s e r v i c e s  p r o v i d e d
i s  r e a l l y  a  r e s u l t  o f  t h r e e  d i f f e r e n t  s i t u a t i o n s :
subs t i t u t i on  o f  more  expens ive  s e rv i ce s  fo r  l e s s
expensive options; introduction of new technologies;
a n d  a d d i t i o n  o f  n e w  t y p e s  o f  t h e r a p y.

I n  t h e  f i r s t  i n s t a n c e ,  O x y C o n t i n �  i s  p r e s c r i b e d
ins t ead  o f  Vicod in�,  o r  Ce leb rex� ($2 .88 /p i l l )
i s  p r e s c r i b e d  i n s t e a d  o f  n a p r o x e n  ( $ 0 . 2 9 / p i l l ) .

A n  e x a m p l e  o f  a  n e w  t e c h n o l o g y  i s  i n t r a d i s c a l
e l e c t r o t h e r a p y  ( I D E T ) ,  w h i c h  c o s t s  $ 8 , 0 0 0  p e r
disc .  The use  of  services  f rom a massage therapis t
in treatment regimens already including chiropractic
a n d  p h y s i c a l  t h e r a p y  m o d a l i t i e s  i s  a n  e x a m p l e
o f  t h e  a d d i t i o n  o f  n e w  t y p e s  o f  t h e r a p y.
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1 2 Norman V.  Car ro l l ,  Ph .D.  �Research  in  Pharmacy  Benef i t  Management  in  Outpa t ien t  Prescr ip t ion  Programs:
A Review and  Cr i t ique�  In te rne t  Presen ta t ion ;  2002 .

1 3 Sco t t  Le i t z  and  Ju l i e  Son ie r  �An  Overv iew o f  Hea l th  Ca re  Cos t s  i n  Minneso ta :   P re sen ta t ion  to  t he  Jo in t
Task  Force  on  Hea l th  Care  Cos t  and  Qua l i ty  Minneso ta�  St .  Pau l ,  Minn ;  Depar tmen t  o f  Hea l th ;  Hea l th
Economics  Program; Jan.  11,  2002.

1 4 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
   h t tp : / /www.dol i . s t a te .mn.us /pdf /mt f9_9_pharmacy.pdf
1 5 Ibid.
1 6 Minnesota  Rules  Par t  5221.4070.
1 7 The  inab i l i ty  o r  unwi l l ingness  o f  p rov ide r s  to  sha re  in fo rmat ion  abou t  r e imbursement  f rom HMOs and

commerc i a l  i n su re r s  was  a  cons t an t  p rob lem fo r  t he  t a sk  fo rce .  In  mos t  i n s t ances ,  t h i s  means
compar i sons  w i th  o the r  paymen t  sys t ems  a re  l im i t ed  t o  pub l i c  p rog rams  such  a s  Med ica re  and  Med ica id .

Charge  t o  the  t a sk  fo rce

P u r s u a n t  t o  t h e  l e g i s l a t i v e  m a n d a t e ,  t h e  c o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y
e m p a n e l l e d  t h e  Wo r k e r s � C o m p e n s a t i o n  M e d i c a l  C o s t s  Ta s k - f o r c e  ( s e e  A p p e n d i x  A f o r  a  l i s t  o f
m e m b e r s )  t o  r e v i e w  d a t a  a b o u t  m e d i c a l  c o s t s  a n d  c o s t  d r i v e r s  i n  t h e  w o r k e r s �  c o m p e n s a t i o n
s y s t e m .  A s  p a r t  o f  i t s  c h a rg e  t h e  t a s k  f o r c e  w a s  a s k e d  t o  s p e c i f i c a l l y  c o n s i d e r  f o u r  c o m p o n e n t s
o f  o v e r a l l  c o s t s :   p h a r m a c y  c o s t s ,  p a y m e n t s  t o  h o s p i t a l s ,  m e d i c a l  f e e s  a n d  s e r v i c e  u t i l i z a t i o n .

T h e  t a s k  f o r c e  a l s o  r e v i e w e d  t h e  e f f i c a c y  o f  c o s t  c o n t r o l  m e c h a n i s m s  a v a i l a b l e  i n  c e r t i f i e d
m a n a g e d  c a r e ,  t r e a t m e n t  p a r a m e t e r s  a n d  t h e  m e d i c a l  f e e  s c h e d u l e  ( s e e  A p p e n d i x  B  f o r  l i s t  o f
m e e t i n g s ,  a g e n d a s  a n d  t e s t i m o n y ) .

Pharmacy  cos t s

Depar tmen t  presen ta t ion :   S ince  1993 ,  r e ta i l
d rug  expendi tu res  have  g rown f rom about  $50
b i l l ion  a  year  to  more  than  $100  b i l l ion  a  year 12.
Except for 1993 and 1994, the growth in prescription
drug  spend ing  in  genera l  hea l th  ca re  has  been
more  than  10  percen t  pe r  year 13.

Cos t s  have  inc reased  so  rap id ly,  because  more
drugs  a re  be ing  p resc r ibed .  More  p resc r ip t ions
are being written for newer and, thus, more expensive
drugs .  And gener ic  drug costs  have a lso  increased.

Whi le  re ta i l  drug expendi tures  have  gone up about
100  percen t  s ince  1993 ,  d rug  cos t s  pe r  c la im in
Minneso ta  workers �  compensa t ion  have  gone  up
f rom $60 .13  to  $161 .63 ,  a lmos t  270  percen t  s ince
1 9 9 6 1 4.

There  i s  good  ev idence  the  same fac to rs  under l i e
the increase in drug costs in workers� compensation
as  exp la in  the  g rowth  in  d rug  cos t s  in  genera l
medica l  ca re :   more  in ju red  employees  a re  be ing
prescribed medications, more pills are being dispensed
when  medica t ions  a re  be ing  p resc r ibed ,  the  cos t
per  p i l l  has  inc reased  and  newer,  more  expens ive
brand-name medica t ions  a re  be ing  subs t i tu ted
for older medications available in generic formulations15.

The  depar tment  rev iewed a  var ie ty  of  cos t  cont ro l
op t ions  to  address  pharmacy  cos t s  in  Minneso ta
workers �  compensa t ion .

I t  had  convened  an  ea r l i e r  in fo rmat iona l  mee t ing
in  November  2002 ,  o f  members  o f  the  WCAC
and the  MSRB,  a long  wi th  o ther  in te res ted  par t ies
and open to  the  publ ic ,  to  explore  the  appl icabi l i ty
to  the  workers �  compensa t ion  sys tem of  the  wide
var ie ty  o f  pharmacy  cos t  con t ro l s  used  in  genera l
hea l th  ca re .

Based  on  those  d i scuss ions ,  th ree  cos t  con t ro l
mechan isms  were  p resen ted  to  the  t a sk  fo rce :

�  f ee  schedules ;

�  pharmacy  ne tworks ;

� treatment parameters for selected medications.

I n  M i n n e s o t a ,  w o r k e r s �  c o m p e n s a t i o n  p a y s
more  t han  o the r  sy s t ems  fo r  wh ich
r e i m b u r s e m e n t  i n f o r m a t i o n  i s  a v a i l a b l e 17 .
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1 8 P h a r m a c y  B e n e f i t  M a n a g e m e n t  I n s t i t u t e  2 0 0 2  Ta k e d a  P re s c r i p t i o n  D r u g  B e n e f i t s  C o s t  a n d  P l a n  D e s i g n
Survey  Repor t  Albuquerque ,  N .M. ;  Wel lman  Publ i sh ing ,  Inc . ,  2002 .

1 9 Based  on  DLI  ana lys i s  o f  44  j u r i sd i c t i ons  (o the r  t han  Minneso t a )  t ha t  u se  AWP in  de t e rmin ing  i ng red i en t
re imbursement ;  da ta  t aken  f rom:   Gencare l l i  DM �Average  Wholesa le  Pr ice  fo r  Presc r ip t ion  Drugs :   I s
There  a  More  Appropr ia te  Pr ic ing  Mechanism?�  NHPF Issue  Br ie f  No.775/June  7 ,  2002 .

2 0 The  �maximum a l lowab le  cos t�  i s  the  r e imbursement  se t  by  Medica re  and  Medica l  Ass i s t ance  fo r  many
commonly  u sed  d rugs .

    I n g r e d i e n t   D i s p e n s i n g
r e i m b u r s e m e n t   f e e

M i n n e s o t a  W C  �  c u r r e n t 1 0 0  p e r c e n t  AW P $5 .14
M i n n e s o t a  M e d i c a i d  �  c u r r e n t 8 6  p e r c e n t  AW P $3 .65
Wa s h i n g t o n  s t a t e  W C 9 0  p e r c e n t  AW P $4 .50
2 0 0 1  n a t i o n a l  s u r v e y  o f  H M O s 18 8 6  p e r c e n t  AW P $2 .21
O t h e r  M e d i c a i d  j u r i s d i c t i o n s 19 Av g .  8 9 . 6  p e r c e n t AW P Av g .  $ 5 . 1 0

Table  1

Department  recommendation :   Change the current
reimbursement formula to the one used by Minnesota
Medica id :

� m a x i m u m  a l l o w a b l e  c h a r g e  ( M A C ) 20 p l u s  a
d i s p e n s i n g  f e e  o f  $ 3 . 6 5 ;  o r

� 8 6  p e r c e n t  a v e r a g e  w h o l e s a l e  p r i c e  ( AW P )
p l u s  a  d i s p e n s i n g  f e e  o f  $ 3 . 6 5 ,  i f  n o  M A C
p r i c e  i s  a v a i l a b l e .

The department also discussed the use of pharmacy
benefit  managers (PBMs). These corporate entit ies
c o n t r o l  t h e  u t i l i z a t i o n  a n d  c o s t  o f  p h a r m a c y
p r o d u c t s  o n  b e h a l f  o f  p a y o r s .

A typ ica l  PBM would  ass i s t  a  hea l th  ca re  insure r
in the design and management of pharmacy benefits,
claims processing, drug utilization review, formulary
d e v e l o p m e n t ,  p h a r m a c y  n e t w o r k  m a n a g e m e n t
a n d  c o s t  d i s c o u n t i n g ,  d e m a n d  m a n a g e m e n t  a n d
c u s t o m e r  s e r v i c e .

W h i l e  a  n u m b e r  o f  P B M s  a d v e r t i s e  f u l l - s e r v i c e
programs specifically for the workers� compensation
m a r k e t ,  t h e  k e y  c o m p o n e n t  o f  s u c c e s s  i s  a c c e s s
t o  a  p h a r m a c y  n e t w o r k .  P a t i e n t s  a r e  r e s t r i c t e d ,
i n  m o s t  c i r c u m s t a n c e s ,  t o  u s i n g  t h e  n e t w o r k
ou t l e t s  f o r  f i l l i ng  p r e sc r ip t i ons .

Pha rmac i s t s  i n  the  ne twork  a re  pa id  a  nego t i a t ed
rate and dispensing fee. �Point of service� technology
a v a i l a b l e  t o  p a r t i c i p a t i n g  p h a r m a c i e s  p e r m i t s
immedia te  ca lcula t ion  and submiss ion  of  a l lowed
c h a r g e s ,  o n l i n e  a d j u d i c a t i o n  o f  t h e  c l a i m  a n d
i m p o s i t i o n  o f  a n y  d i s p e n s i n g  r e s t r i c t i o n s .

Based on feedback from stakeholders at its November
2 0 0 2  m e e t i n g ,  t h e  d e p a r t m e n t  r e c o m m e n d e d  t o
the task force that pharmacy networks be specifically
au thor ized  in  Minneso ta  workers �  compensa t ion .

Department recommendation :   Allow an employer/
i n su re r  t o  con t r ac t  w i th  and  nego t i a t e  r a t e s  w i th
a pharmacy network from which the injured employee
m u s t  s e l e c t  a  p h a r m a c y  t o  f i l l  p e r s c r i p t i o n s .
Mi l eage  pa rame te r s  wou ld  be  inc luded  to  ensu re
r e a s o n a b l e  a c c e s s .

D u r i n g  t h e  t a s k - f o r c e �s  d i s c u s s i o n ,  n u m e r o u s
concerns  were  ra ised  about  the  bus iness  prac t ices
of  exis t ing PBMs and whether  the  savings  der ived
f r o m  n e g o t i a t e d  p r i c e s  w i t h  p h a r m a c i s t s  w i l l
a c t u a l l y  b e  p a s s e d  o n  t o  i n s u r e r s .

Depar tment  recommendat ion :   Requi re  pharmacy
b e n e f i t  m a n a g e r s  t o  d i s c l o s e  t o  e m p l o y e r s  a n d
i n s u r e r s  a n y  r e b a t e s  o r  d i s c o u n t s  r e c e i v e d  f r o m
d r u g  m a n u f a c t u r e r s  o r  p h a r m a c i s t s .
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F i n a l l y,  t h e  d e p a r t m e n t  c o n s i d e r e d  t h e  u s e  o f  f o r m u l a r i e s .  F o r m u l a r i e s  l i m i t  t h e  s p e c i f i c  d r u g s
t h a t  m a y  b e  p r e s c r i b e d  a n d  d i s p e n s e d  t o  a  p a t i e n t .  I n  g e n e r a l  h e a l t h  c a r e  p l a n s ,  d r u g s  n o t
i n c l u d e d  i n  t h e  f o r m u l a r y  a r e  e i t h e r  n o t  r e i m b u r s e d  o r  r e q u i r e  a  h i g h e r  c o - p a y.

W h i l e  t h e r e  w a s  n o  s u p p o r t  f o r  t h e  d e v e l o p m e n t  o f  a  w o r k e r s �  c o m p e n s a t i o n  f o r m u l a r y  a s  s u c h
a t  t h e  N o v e m b e r  2 0 0 2  m e e t i n g ,  t h e r e  w a s  i n t e r e s t  i n  s o m e  o f  t h e  b e n e f i t s  o f  a  f o r m u l a r y.

H o w e v e r,  i t  w a s  n o t e d  t h a t  t h e  b e n e f i t s  o f  a  c l o s e d  f o r m u l a r y  c a n  b e  a c h i e v e d  b y  c h a n g i n g  t h e
way  phys ic ians  p resc r ibe  medica t ions  ra ther  than  by  in te r fe r ing  wi th  the  d i spens ing  of  medica t ions
b y  t h e  p h a r m a c i s t :

� e n c o u r a g e m e n t  o f  g e n e r i c  s u b s t i t u t i o n  ( w h e n  a  g e n e r i c ,  l e s s  c o s t l y  v e r s i o n  o f  a  d r u g  i s
d i s p e n s e d  i n s t e a d  o f  t h e  b r a n d - n a m e  f o r m  t h a t  m a y  h a v e  b e e n  p r e s c r i b e d ;  e . g .  a  p a t i e n t
w o u l d  r e c e i v e  g e n e r i c  i b u p r o f e n  i n s t e a d  o f  M o t r i n � ) ;

� s u p p o r t  o f  t h e r a p e u t i c  s u b s t i t u t i o n ,  i f  a p p r o p r i a t e  ( w h e n  t h e  p a t i e n t  r e c e i v e s  a n  e q u i v a l e n t ,
a l t e r n a t i v e  d r u g  t o  t h e  o n e  a c t u a l l y  p r e s c r i b e d ;  e . g .  a  p a t i e n t  w o u l d  r e c e i v e  i b u p r o f e n
i n s t e a d  o f  C e l e b r e x � ) ;

� p r i o r  a u t h o r i z a t i o n  ( u s e d  t o  l i m i t  a c c e s s  t o  p a r t i c u l a r l y  e x p e n s i v e  m e d i c a t i o n s ,  d r u g s  w i t h
m i s u s e  p o t e n t i a l ,  o r  p r e s c r i p t i o n  o f  d r u g s  f o r  � o f f - l a b e l �  u s e s ) ;

� q u a n t i t y  l i m i t a t i o n  ( u s e d  t o  l i m i t  t h e  n u m b e r  o f  d o s e s  t h a t  c a n  b e  d i s p e n s e d  p e r  p r e s c r i p t i o n
or  the  number  o f  r e f i l l s  a l lowed ;  t a rge t s  d rugs  used  fo r  shor t - t e rm the rapy  to  p reven t  excess ive
o r  i n a p p r o p r i a t e  u s e ) .

M o r e o v e r,  s i n c e  j u s t  a  f e w  c l a s s e s  o f  d r u g s  a c c o u n t  f o r  a l m o s t  a l l  o f  t h e  p h a r m a c y  c o s t s  i n
workers�  compensat ion �  nonsteroidal  ant i - inf lammator ies ,  muscle  re laxants  and narcot ic  analges ics
�  t h i s  n a r r o w s  t h e  s c o p e  o f  t h e  p r o b l e m .

Figure 3

From:   CWCI  Repor t s  Pharmaceu t i ca l  Cos t  Management  in  Ca l i fo rn ia  Worker s � Compensa t ion  Oakland ,  Ca l i f ;
C a l i f o r n i a  Wo r k e r s � C o m p e n s a t i o n  I n s t i t u t e ,  N o v e m b e r  2 0 0 2
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T h e  M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n  s y s t e m  h a s  a  m e t h o d o l o g y  f o r  t h i s  t y p e  o f  f o c u s e d
in t e rven t i on  on  hea l t h  ca r e  p rov ide r  behav io r :   t r e a tmen t  pa r ame te r s .  Th i s  ha s  l ed  t he  depa r tmen t
t o  r e c o m m e n d  u s i n g  t h e  t r e a t m e n t  p a r a m e t e r s  t o  r e a l i z e  t h e  p o t e n t i a l  b e n e f i t s  o f  a  f o r m u l a r y
w i t h o u t  h a v i n g  t o  c r e a t e  a  f o r m u l a r y.

D e p a r t m e n t  re c o m m e n d a t i o n :   A m e n d  t h e  worke r s � compensa t i on  t r e a tmen t  pa r ame te r s  t o
provide:

� r u l e s  f o r  u s e  o f  s p e c i f i c  c l a s s e s  o f  d r u g s  ( s u c h  a s  u s e  o f  n a r c o t i c s  f o r  m u s c u l o s k e l e t a l
p a i n ) ;  a n d

� t i m e  a n d  q u a n t i t y  p a r a m e t e r s  f o r  t h e  u s e  o f  s e l e c t e d  d r u g s  f o r  s p e c i f i c  c o n d i t i o n s  ( s u c h  a s
n o n s t e r o i d a l  a n t i - i n f l a m m a t o r i e s  f o r  i n i t i a l  t r e a t m e n t  o f  m u s c u l o s k e l e t a l  i n j u r i e s .

Ta s k - f o rc e  d e l i b e r a t i o n s :   Mark  Ar r i ng ton ,
d i r ec to r  o f  C l a ims  Ope ra t i ons  a t  S t a t e  Fund
Mutua l  Insurance ,  o f fe red  t e s t imony  in  suppor t
of pharmacy networks and negotiated price discounts.
H e  n o t e d  t h a t  p h a r m a c y  n e t w o r k s ,  d e s i g n e d
to  p rov ide  su i t ab l e  geograph ica l  acces s ,  wou ld
of fe r  e f f ic ien t  de l ivery  of  medica t ion  to  in jured
workers with simplif ied authorizat ion and bil l ing
p r o c e d u r e s .

Moreover, pharmacy benefit management companies
a r e  o f f e r i n g  m e d i c a t i o n s  a t  p r i c e s  l o w e r  t h a n
t h e  m a x i m u m  f e e s  c u r r e n t l y  a l l o w e d  b y  t h e
M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n  m e d i c a l  f e e
s c h e d u l e .

Tim Gallagher and Joanne Schwecke, from Western
National Insurance, testified that they had realized
s a v i n g s  o f  3 2  p e r c e n t  w i t h  t h e i r  c u r r e n t  P B M
a r r a n g e m e n t .

G a l l a g h e r,  h o w e v e r,  w a s  c o n c e r n e d  a b o u t  t h e
depar tment �s  o r ig ina l  recommendat ion  to  lower
the  d i spens ing  fee  pa id  to  pharmac is t s  to  $2 .21 ;
h e  a r g u e d  t h a t  t h e  m a x i m u m  f e e  a l l o w e d  u n d e r
the  depar tment �s  f i r s t  p roposa l  would  no t  cover
t h e  p h a r m a c i s t �s  o v e r h e a d  c o s t s .  H e  d e c l i n e d
t o  s h a r e  w i t h  t h e  t a s k  f o r c e  a n y  i n f o r m a t i o n
about  payment  ra tes  for  other  types  of  insurance.
G a l l a g h e r  a n d  s o m e  m e m b e r s  o f  t h e  t a s k  f o r c e
were  a l so  concerned  abou t  the  poss ib le  sh i f t ing
o f  a n y  p r o f i t  f r o m  t h e  p h a r m a c i s t  t o  t h e  P B M .

T h e r e  w a s  a  c o n c e r n  t h a t  t h e  u s e  o f  P B M s
s i m p l y  s h i f t e d  c o s t s  w i t h i n  t h e  s y s t e m  w i t h
any savings from reduced payments to pharmacists

being negated by the adminis t ra t ive costs  charged
by  the  PBMs.  Othe r s  no ted  tha t  an  insu re r  wou ld
have  no  incen t ive  t o  con t r ac t  w i th  a  PBM un le s s
t h e r e  w e r e  s o m e  s a v i n g s .

Based on these concerns,  the department  modif ied
its final recommendations to the task force, increasing
the  d i spens ing  fee  and  add ing  a  recommenda t ion
t h a t  P B M s  b e  r e q u i r e d  t o  d i s c l o s e  t o  i n s u r e r s
t h e  r e b a t e s  a n d  d i s c o u n t s  t h e y  r e c e i v e .

The  Minneso ta  Pharmacis t s  Assoc ia t ion  (MPhA)
and the  Minnesota  Reta i le rs  Associa t ion  (MnRA)
l a t e r  s u b m i t t e d  a  w r i t t e n  o p i n i o n  o p p o s i n g  t h e
f inal  recommendat ion as  wel l ,  not ing that  i t  cos ts
a Minnesota pharmacist  $7.21 to f i l l  a  prescription
a n d ,  b e c a u s e  o f  t h i s ,  t h e  M i n n e s o t a  M e d i c a i d
formula  proposed  by  the  depar tment  would  resul t
i n  a  $ 5 . 9 4  p r o f i t  o n  a  b r a n d - n a m e  d r u g  b u t  a
$ 0 . 3 7  l o s s  o n  a  g e n e r i c .

Fur ther,  they  argued tha t  the  adminis t ra t ive  cos ts
t o  t h e  p h a r m a c i s t  i n  w o r k e r s �  c o m p e n s a t i o n  a r e
h i g h e r  t h a n  i n  o t h e r  p a y m e n t  s y s t e m s  ( b e c a u s e
o f  b i l l i n g  p r o c e d u r e s ,  p a y m e n t  d e l a y s  a n d  t h e
r i s k  a  c l a i m  m a y  b e  d e n i e d )  a n d  p r o p o s e d  t h a t
the reimbursement formula for medications include
a  � p r o c e s s i n g  f e e �  i n  a d d i t i o n  t o  t h e  d i s p e n s i n g
f e e  t o  a c c o u n t  f o r  t h e s e  a d d i t i o n a l  c o s t s .

Th i s  wou ld  a l l ow  pha rmac i s t s  t o  con t i nue  u s ing
t h i r d - p a r t y  a g e n t s  t h a t  p a y  t h e  p h a r m a c i s t  a
n e g o t i a t e d  d i s c o u n t  f r o m  t h e  c u r r e n t  m a x i m u m
a l l o w a b l e  f e e  a n d  t h e n  b i l l  t h e  i n s u r e r  f o r  t h e
maximum.
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2 1 Minneso t a  Pha rmac i s t s  Assoc i a t i on  and  Minneso t a  Re t a i l e r s  Assoc i a t i on  �Pha rmacy  P rov ide r s  Respond
to  Workers '  Compensa t ion  Medica l  Cos t  Task- fo rce  Pharmacy  Recommenda t ions�  ava i l ab le  a t :
www.dol i . s ta te .mn.us /pdf /mctf12_02_recommend4.pdf .

2 2 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
www.dol i . s t a te .mn.us /pdf /mt f9_23_hosp i ta lcos t s .pdf .

2 3 Minneso ta  Sta tu te s  sec t ion  176 .135  subd  1b ;  ava i l ab le  a t :   www. rev i so r. l eg . s t a t e .mn .us / s t a t s /176 / .

T h e  d e p a r t m e n t  n o t e d  i t  w o u l d  p r e f e r  t h e  d i s c o u n t  g o  t o  t h e  i n s u r e r,  t h u s  r e a l i z i n g  s a v i n g s  t o  t h e
w o r k e r s �  c o m p e n s a t i o n  s y s t e m .  T h e  M P h A  a n d  M n R A  g e n e r a l l y  s u p p o r t e d  t h e  o t h e r  p h a r m a c y
recommendations with some added suggest ions 21.

T h e r e  w a s  a  g e n e r a l  c o n c e r n  a m o n g  t a s k - f o r c e  m e m b e r s  t h a t  p h a r m a c y  n e t w o r k s  c o u l d  r e s u l t
i n  a c c e s s  p r o b l e m s  i f  s m a l l - t o w n  p h a r m a c i s t s  r e f u s e d  t o  a c c e p t  t h e  l e v e l s  o f  r e i m b u r s e m e n t
o f f e r e d  b y  t h e  n e t w o r k .

T h e  d e p a r t m e n t  p o i n t e d  o u t  t h a t  t h e  r e c o m m e n d a t i o n  i n c l u d e d  p r o v i s i o n s  t o  g u a r a n t e e  i n j u r e d
w o r k e r s  g e o g r a p h i c a l l y  c o n v e n i e n t  a c c e s s  t o  p h a r m a c y  s e r v i c e s .

I f  a  n e t w o r k  d i d  n o t  h a v e  a n  o u t l e t  w i t h i n  t h e  r e q u i r e d  m i l e a g e ,  t h e  i n j u r e d  w o r k e r  w o u l d  b e
a b l e  t o  g o  o u t s i d e  t h e  n e t w o r k  t o  o b t a i n  t h e i r  m e d i c a t i o n .  T h e s e  p r o v i s i o n s  w o u l d  a l s o  o f f e r
s o m e  l e v e r a g e  t o  s m a l l  t o w n  p h a r m a c i s t s  i n  n e g o t i a t i n g  w i t h  t h e  n e t w o r k s .

H o s p i t a l  c o s t s

D e p a r t m e n t  p re s e n t a t i o n :   H o s p i t a l  c h a rg e s  a c c o u n t e d  f o r  3 2 . 4  p e r c e n t  o f  t h e  c o s t s  i n  M i n n e s o t a
w o r k e r s � c o m p e n s a t i o n  i n  1 9 8 9 ;  b u t  b y  2 0 0 1 ,  t h a t  h a d  r i s e n  t o  4 1  p e r c e n t 22.  A n d  t h e  r a t e  o f
g r o w t h  i n  p a y m e n t s  p e r  c l a i m  t o  h o s p i t a l s  w a s  g r e a t e r  t h a n  f o r  a n y  o t h e r  p r o v i d e r  g r o u p ,
e x c l u d i n g  p h a r m a c i e s .

M o r e o v e r,  t h e  d i s t r i b u t i o n  o f  s e r v i c e s  p r o v i d e d  b y  h o s p i t a l s  t o  w o r k e r s � c o m p e n s a t i o n  c l a i m a n t s
w a s  m a r k e d l y  d i f f e r e n t  t h a n  t h o s e  t o  g e n e r a l  m e d i c a l  c a r e  p a t i e n t s ,  e s p e c i a l l y  a t  s m a l l  h o s p i t a l s .
W h i l e  6 7  p e r c e n t  o f  h o s p i t a l  c h a r g e s  a r e  f o r  i n p a t i e n t  s e r v i c e s  i n  g e n e r a l  m e d i c a l  c a r e ,  o n l y  5 0
p e r c e n t  o f  l a r g e  h o s p i t a l  a n d  1 8  p e r c e n t  o f  s m a l l  h o s p i t a l  c h a r g e s  a r e  f o r  i n p a t i e n t  s e r v i c e s  i n
t h e  w o r k e r s �  c o m p e n s a t i o n  s y s t e m .

I n  M i n n e s o t a  w o r k e r s � c o m p e n s a t i o n ,  h o s p i t a l s  a r e  r e i m b u r s e d  8 5  p e r c e n t  o f  e a c h  h o s p i t a l �s
u s u a l  a n d  c u s t o m a r y  c h a r g e  ( U  a n d  C )  c o s t s ,  u n l e s s 23:

1 . T h e  h o s p i t a l  h a s  1 0 0  o r  f e w e r  l i c e n s e d  b e d s  ( i . e .  i s  a  s m a l l  h o s p i t a l ) ,  i n  w h i c h  c a s e  a l l  o f
t h e  s e r v i c e s  p r o v i d e d  b y  t h e  s m a l l  h o s p i t a l  a r e  p a i d  a t  1 0 0  p e r c e n t  U  a n d  C ;  o r

2 . T h e  s e r v i c e  i s  p r o v i d e d  b y  a  h o s p i t a l  w i t h  m o r e  t h a n  1 0 0  l i c e n s e d  b e d s  ( i . e .  i t  i s  a  l a rg e
h o s p i t a l )  i n  a n  o u t p a t i e n t  s e t t i n g ,  i n  w h i c h  c a s e  t h e  s e r v i c e  i s  p a i d  a t  t h e  m e d i c a l  f e e
s c h e d u l e  r a t e ,  i f  i t  a p p l i e s ,  o r  8 5  p e r c e n t  U  a n d  C  i f  i t  d o e s  n o t .

B e c a u s e  t h e r e  i s  n o  c o n t r o l  o n  h o w  h o s p i t a l s  s e t  t h e i r  U  a n d  C  c h a r g e s  a n d  o n l y  3 2  p e r c e n t  o f
t h e  o u t p a t i e n t  s e r v i c e s  b i l l e d  b y  l a r g e  h o s p i t a l s  a r e  s u b j e c t  t o  t h e  m e d i c a l  f e e  s c h e d u l e ,  t h e s e
s t a t u t o r y  p r o v i s i o n s  m e a n  t h e r e  a r e  v e r y  f e w  l i m i t s  o n  w h a t  h o s p i t a l s  c a n  c h a r g e  a n d  r e c e i v e
f o r  s e r v i c e s  p r o v i d e d  t o  w o r k e r s �  c o m p e n s a t i o n  c l a i m a n t s .

T h e  o v e r a l l  e f f e c t i v e  r e i m b u r s e m e n t  r a t e  ( t h e  a c t u a l  p e r c e n t a g e  o f  t h e  a m o u n t  b i l l e d  t h a t  i s
p a i d )  i s  7 9 . 7  p e r c e n t  f o r  l a r g e  h o s p i t a l s  a n d  1 0 0  p e r c e n t  f o r  s m a l l  h o s p i t a l s .



Workers '  Compensat ion Medical  Costs  Task-force recommendations � January 2004

1 2

2 4 www. jcaho .o rg /acc red i t ed+organ iza t ions /c r i t i ca l+access+hosp i t a l s / .

Table  2

I n  c o m p a r i s o n ,  t h e  r e i m b u r s e m e n t  r a t e s  r e p o r t e d  b y  h o s p i t a l s  t o  t h e  M i n n e s o t a  D e p a r t m e n t  o f
H e a l t h  f o r  o t h e r  p a y m e n t  s y s t e m s  a r e  f a r  l o w e r.

To t a l    To t a l P a y m e n t /
c h a r g e s p a y m e n t s c h a r g e  r a t i o

M e d i c a r e $4,647 ,546 ,260 $2,148 ,770 ,143 4 6 . 2 %
M A / G A M C / M N C a r e $1,441 ,926 ,499 $678,672,543 4 7 . 1 %
P r i v a t e  M a n a g e d  C a r e $3,022 ,295 ,868 $1,593 ,265 ,943 5 2 . 7 %
C o m m e r c i a l / $2,573 ,032 ,139 $1,679 ,724 ,328 6 5 . 3 %
N o n - p r o f i t  h e a l t h  p l a n s
To t a l $12,608 ,778 ,199 $6,704 ,182 ,843 5 3 . 2 %

Hosp i ta l  r e imbursement  in  genera l  hea l th  care  �  2001

T h e  o v e r a l l  a v e r a g e  r e i m b u r s e m e n t  r a t e  f o r  h o s p i t a l  s e r v i c e s  i s  5 3 . 2  p e r c e n t ,  a s  c o m p a r e d  t o
t h e  M i n n e s o t a  w o r k e r s '  c o m p e n s a t i o n  a v e r a g e  r a t e  o f  8 4 . 3  p e r c e n t  f o r  a l l  h o s p i t a l s .  T h e r e f o r e ,
t h e  d e p a r t m e n t  r e c o m m e n d e d  l a r g e - h o s p i t a l  r e i m b u r s e m e n t  r a t e  f o r  a l l  s e r v i c e s  n o t  s u b j e c t  t o
t h e  M e d i c a l  F e e  S c h e d u l e  b e  t i e d  t o  t h e  a v e r a g e  r e i m b u r s e m e n t  r a t e  o f  o t h e r  p a y m e n t  s y s t e m s .

D e p a r t m e n t  re c o m m e n d a t i o n :   F o r  a l l  s e r v i c e s  n o t  c o v e r e d  b y  t h e  m e d i c a l  f e e  s c h e d u l e ,  p a y
n o n c r i t i c a l - a c c e s s  h o s p i t a l s  a t  t h e  m o s t  r e c e n t  a v e r a g e  o v e r a l l  p a y m e n t - t o - c h a r g e  r a t i o  f o r  a l l
h o s p i t a l s  p l u s  1 5  p e r c e n t  ( 5 3  p e r c e n t  +  1 5  p e r c e n t  =  6 8  p e r c e n t ) .  A d j u s t  t h i s  r e i m b u r s e m e n t
r a t e  a n n u a l l y  w i t h  u p d a t e d  d a t a  f r o m  t h e  D e p a r t m e n t  o f  H e a l t h .

When arr iving at  the recommendation,  the department  bel ieved that  l inking the workers '  compensat ion
re imbursement  ra te  to  the  average  re imbursement  ra te  in  the  Depar tment  o f  Hea l th  da ta  benchmarks
w o r k e r s '  c o m p e n s a t i o n  t o  t h e  o t h e r  p a y o r s  i n  t h e  s t a t e ,  w h i c h  h a v e  t h e  r e s o u r c e s  a n d  d a t a  t o
d e t e r m i n e  m a r k e t - b a s e d  c o m p e n s a t i o n  u n r e l a t e d  t o  t h e  h o s p i t a l s '  U  a n d  C  c h a r g e s .  I t  a l s o
r e d u c e s  t h e  l i k e l i h o o d  t h a t  a n y  b i l l e r  c o u l d  s u c c e s s f u l l y  " g a m e "  t h e  s y s t e m  b y  s i m p l y  r a i s i n g  U
a n d  C  c h a r g e s  t o  i n c r e a s e  w o r k e r s '  c o m p e n s a t i o n  p a y m e n t s  ( s i n c e  t h e  a v e r a g e  r e i m b u r s e m e n t
r a t e ,  d e t e r m i n e d  b y  t h e  o t h e r  s y s t e m s ,  w o u l d  s i m p l y  f a l l ,  t h e r e b y  r e d u c i n g  t h e  u l t i m a t e  w o r k e r s '
c o m p e n s a t i o n  p a y m e n t ) .

The  depar tment  a l so  examined  whe ther  smal l  hosp i t a l s  shou ld  con t inue  to  rece ive  a  h igher  ra te  o f
reimbursement .  This  s tatutory provision was original ly enacted in 1992,  to  help f inancial ly  s t ruggling
rura l  hosp i t a l s .  However,  the re  have  been  a  number  o f  changes  in  the  hosp i t a l  indus t ry  s ince
then .  Many  hosp i t a l s  have  become par t  o f  l a rge r  hea l th  ca re  sys tems  tha t  inc lude  hosp i t a l s  o f
vary ing  s izes ,  a long  wi th  o the r  hea l th  ca re  bus inesses .  And  hosp i t a l s  have  expanded  to  inc lude
c l in ics  and  o the r  ou tpa t i en t  venues .  Some smal l  hosp i t a l s  con t inue  to  be  a t  pa r t i cu la r  f inanc ia l
r i sk  when  de l ive r ing  inpa t i en t  ca re  and  a re  the  on ly  source  o f  these  hea l th  ca re  se rv ices  in  the i r
geograph ica l  a rea .  And  o ther  payment  sys tems ,  in  pa r t i cu la r  Medica re ,  pay  some Minneso ta
hosp i t a l s  a t  a  h igher  ra te .

In  l igh t  o f  the  con t inu ing  p rob lems  fo r  some hosp i ta l s ,  the  depar tment  recommended  rep lac ing  the
c lass i f i ca t ion  o f  hosp i t a l s  based  on  the  number  o f  hosp i t a l  beds ,  wi th  the  d i s t inc t ion  made  by
Medica re  and  admin i s te red  by  the  Jo in t  Commiss ion  on  the  Accred i t a t ion  o f  Hosp i ta l s  o f  �c r i t i ca l -
access  hosp i t a l s . �  A c r i t i ca l  access  hosp i t a l  i s  a  hosp i t a l  wi th  a  pa t i en t  census  o f  l e s s  than  25  and
i s  loca ted  more  than  35  mi les  f rom a  hosp i ta l  o r  ano ther  c r i t i ca l -access  hosp i t a l ,  o r  i s  ce r t i f i ed  by
the  s t a te  as  be ing  a  necessa ry  p rov ider  o f  hea l th  ca re  se rv ices  to  res iden t s  in  the  a rea 24.
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D e p a r t m e n t  re c o m m e n d a t i o n :

� I d e n t i f y  c r i t i c a l  a c c e s s  h o s p i t a l s  f o r  i n c r e a s e d  r e i m b u r s e m e n t .

� P a y  i n p a t i e n t  s e r v i c e s  a t  c r i t i c a l - a c c e s s h o s p i t a l s  a t  1 0 0  p e r c e n t  U  a n d  C .

� P a y  a l l  o t h e r  s e r v i c e s  a t  t h e  m e d i c a l  f e e  s c h e d u l e  r a t e  p l u s  1 5  p e r c e n t ,  i f  i t  a p p l i e s ,  o r  a t
t h e  a v e r a g e  p a y m e n t - t o - c h a rg e  r a t i o  f o r  a l l  h o s p i t a l s  p l u s  3 0  p e r c e n t ,  i f  i t  d o e s  n o t  a p p l y.

Task-force deliberations:  Gary Strong, president,
Fairview Southdale Hospital, testified to the task force
on behalf of the Minnesota Hospital Association (MHA).
He argued that there was no cost problem in Minnesota
workers� compensation: premiums are 43 percent lower
than 10 years ago and Minnesota�s costs are average
compared to other states. Moreover, he argued that
insurers and employers get �good value� for the money
paid, according to a study done by the Work Loss
Data Institute (WLDI).

The department noted that while workers� compensation
costs per $100 of payroll declined 48.4 percent from
1993 to 2000, they have increased 17.6 percent since
then. While it may be true that insurer business practices
and low returns in the investment markets have contributed
to increased costs, it is certainly true that benefit

2 5 D .  Be r ry  �Worke r s � comp  sys t em cos t  bumps  up  in  2001" ;  Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depa r tmen t
of  Labor  and  Indus t ry ;  ava i l ab le  a t :  www.dol i . s t a te .mn.us /wn02dec1 .h tm.

26 Oc t .  29 ,  2003 ,  Memorandum to  Medica l  Cos t  Task  Force ;  ava i lab le  a t :
www.dol i . s ta te .mn.us /pdf /mctf10_28_wldi repor t .pdf .

costs per $100 of payroll have increased substantially
and have created cost pressures independent of any
other factors25.

The department also noted that the WLDI study report
is based on Bureau of Labor Statistics (BLS) data
derived from OSHA logs, not actual workers� compensation
data and, while the claim is made that Minnesota�s
�A� rating shows that employers and insurers receive
�good value� for the medical costs incurred in the
workers� compensation system, there is no apparent
correlation between the WLDI grade and measures
of medical cost across states26.

As indicated in Figure 4, there is no consistent relationship
between grade and medical fee index; the WLDI grades
are scattered randomly around the fee index line.
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The MHA opposed any changes to current  hospital
re imbursements .  They objec ted  to  ty ing  workers�
compensation payments to Medicare and Medicaid,
b u t  d e c l i n e d  t o  s h a r e  i n f o r m a t i o n  a b o u t  r a t e s
o f  r e imbur semen t  f r om o the r  paye r s .

The MHA also opposed cutting the rate of reimbursement
to small hospitals or paying inpatient and outpatient
s e r v i c e s  a t  s m a l l  h o s p i t a l s  a t  d i f f e r e n t  r a t e s .
T h e y  n o t e d  t h a t  s o m e  s m a l l  h o s p i t a l s  r e c e i v e
h i g h e r  p a y m e n t s  f r o m  M e d i c a r e ,  M e d i c a i d  a n d
m a n y  p r i v a t e  h e a l t h  p l a n s ,  s u c h  a s  B l u e  C r o s s
B l u e  S h i e l d  o f  M i n n e s o t a .

T h e  d e p a r t m e n t  n o t e d  t h a t  t h e  p r o p o s a l  d o e s
not  l ink re imbursement  in  workers�  compensat ion
wi th  Medica id  o r  Medica re ,  bu t  wi th  the  average
reimbursement  f rom all  payers  in  the  s ta te .  Based
on  the  t e s t imony  the  depar tment �s  f ina l  p roposa l
r e c o m m e n d e d  a  r e i m b u r s e m e n t  r a t e  l o w e r  t h a n
t h e  c u r r e n t  8 5  p e r c e n t  o f  U  a n d  C  b u t  h i g h e r
than the  next  bes t  source  of  payment ,  commercia l
i n s u r e r s  ( 6 8  p e r c e n t  v e r s u s  6 5  p e r c e n t ) .

T h e  d e p a r t m e n t �s  f i n a l  p r o p o s a l  f o r  c r i t i c a l -
a c c e s s  h o s p i t a l s  c o n t i n u e d  t h e  c u r r e n t  p a y m e n t
o f  1 0 0  p e r c e n t  o f  U  a n d  C  f o r  i n p a t i e n t  s e r v i c e s

2 7 Minneso ta  Sta tu te s  sec t ion  176 .136  subd .  1a ;  ava i l ab le  a t :   www.rev i so r. l eg . s t a t e .mn .us / s t a t s /176 .

Medica l  f ees

D e p a r t m e n t  p re s e n t a t i o n :   Sl igh t l y  more  t han
h a l f  ( 5 1  p e r c e n t )  o f  t h e  s e r v i c e s  p r o v i d e d  t o
w o r k e r s '  c o m p e n s a t i o n  c l a i m a n t s  a r e  s u b j e c t
to  the  Minneso ta  workers '  compensa t ion  medica l
f e e  s c h e d u l e  ( M N - M F S ) .

I n  1 9 9 2 ,  t h e  M i n n e s o t a  L e g i s l a t u r e  d i r e c t e d  t h e
D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y  t o  d e v e l o p  a
n e w  r e l a t i v e - v a l u e  f e e  s c h e d u l e ,  s p e c i f i c a l l y
authorizing the use of  the resource-based relat ive-
va lue  sys tem (RBRVS)  deve loped  by  Medicare 27.
R e l a t i v e - v a l u e  f e e  s c h e d u l e s  a r e  u s e d  b y  3 3  o f
t h e  4 2  s t a t e s  t h a t  h a v e  a n y  f o r m  o f  a  w o r k e r s '
compensa t i on  f ee  s chedu l e ,  w i th  more  t han  ha l f
u s i n g  t h e  f e d e r a l  R B RV S .

T h e  R B RV S  w a s  d e s i g n e d  t o  r e p l a c e  c h a rg e -
based payment systems with one that pays physicians

a n d  r e c o m m e n d e d  l e s s  r e d u c t i o n  i n  t h e  r a t e  o f
p a y m e n t  f o r  o u t p a t i e n t  s e r v i c e s .

Kathryn  Marks  and  Margare t  Kas t ing ,  S ta te  Fund
Mutual, presented data that indicate  wide variations
a m o n g  h o s p i t a l s  i n  t h e  U  a n d  C  c h a r g e  f o r  a
v a r i e t y  o f  c o m m o n  s e r v i c e s .  I n  s o m e  i n s t a n c e s ,
t h e  m o r e  e x p e n s i v e  h o s p i t a l  c h a r g e s  a s  m u c h
a s  5 8 3  p e r c e n t  m o r e  t h a n  t h e  l e a s t  e x p e n s i v e
hosp i t a l .

Some  member s  o f  t he  t a sk  fo rce  were  conce rned
a b o u t  u s i n g  U  a n d  C  c h a r g e s  a s  t h e  b a s i s  f o r
hospital payments. A variety of alternative payment
s y s t e m s  f o r  h o s p i t a l  s e r v i c e s  w e r e  d i s c u s s e d :
using hospital-specific payment-to-charge or cost-
t o - c h a r g e  r a t i o s  t o  d e t e r m i n e  r e i m b u r s e m e n t
r a t e s ,  e s t a b l i s h i n g  p r e v a i l i n g  c o s t  t o  r e p l a c e
h o s p i t a l  U  a n d  C  c h a r g e s  o r  i m p l e m e n t i n g  t h e
Medicare diagnosis-related group (DRG) prospective
payment system. The department, for administrative
r e a s o n s ,  c o n s i d e r e d  n o n e  o f  t h e s e  s u g g e s t i o n s
a s  v i ab l e  so lu t i ons .

Some  member s  o f  t he  t a sk  fo rce  were  conce rned
tha t  l ower ing  r e imbur semen t  t o  hosp i t a l s  wou ld
r e s t r i c t  a c c e s s ,  e s p e c i a l l y  i n  r u r a l  a r e a s  o f  t h e
s t a t e .

based on the resources required to produce specific
s e r v i c e s .  E a c h  s e r v i c e  i s  a s s i g n e d  a  n u m e r i c
r e l a t i v e - v a l u e  t h a t  i s  t h e  s u m  o f  t h e  p r o v i d e r
work ,  p rac t i ce  expense  and  ma lp rac t i ce  expense
i n c u r r e d  t o  d e l i v e r  t h e  s e r v i c e .  T h e  r e l a t i v e
values were established based on extensive survey
research done by the federal Health Care Financing
Agency  (HCFA) .

W h e n  a d o p t i n g  t h e  M e d i c a r e  R B RV S  i n  1 9 9 3 ,
the  depa r tmen t  made  some  mod i f i ca t i ons .  F i r s t ,
t h e r e  a r e  d i f f e r e n c e s  i n  t h e  s c o p e  o f  s e r v i c e s
a l l o w e d  t h a t  h a d  t o  b e  r e c o n c i l e d  t h r o u g h  r u l e s
(e.g. Medicare only pays chiropractors for manipulations,
while  workers '  compensat ion pays them for  off ice
v i s i t s ,  r ad io logy  and  phys ica l  med ic ine  se rv ices
a s  w e l l ) .  N e x t ,  t h e  a p p l i c a t i o n  o f  t h e  r e l a t i v e
v a l u e s  h a d  t o  b e  a d a p t e d  t o  t h e  b i l l  r e v i e w  a n d
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payment rules used in the workers '  compensation system. Also,  the relat ive values were mathematically
r e v i s e d  t o  r e f l e c t  M e d i c a r e ' s  p r o c e d u r e s  f o r  g e o g r a p h i c a l  m a r k e t  a d j u s t m e n t s .  T h e n ,  r u l e s
w e r e  a d d e d  t o  a l l o w  m u l t i p l e  p r o c e d u r e  d i s c o u n t i n g .  F i n a l l y,  s e r v i c e s  w e r e  a s s i g n e d  t o  o n e  o f
f o u r  g r o u p s  p u r s u a n t  t o  a  l e g i s l a t i v e  d i r e c t i o n  t h a t  t h e  f e e  s c h e d u l e  d i f f e r e n t i a t e  a m o n g  h e a l t h
c a r e  p r o v i d e r s :   m e d i c a l  a n d  s u r g i c a l  s e r v i c e s  p r o v i d e d  p r i m a r i l y  b y  M . D . s ,  p a t h o l o g y  a n d
labora to ry  se rv i ces ,  phys i ca l  med ic ine  and  r ehab i l i t a t i on  se rv i ces  p rov ided  p r imar i ly  by  phys i ca l
t h e r a p i t s t s  a n d  o c c u p a t i o n a l  t h e r a p i s t s ,  a n d  c h i r o p r a c t i c  s e r v i c e s 28.

I n  o r d e r  t o  i m p l e m e n t  t h e  R B RV S ,  a  c o n v e r s i o n  f a c t o r  ( C F )  h a d  t o  b e  e s t a b l i s h e d .  T h e  C F
r e p r e s e n t s  t h e  d o l l a r  v a l u e  o f  a  r e l a t i v e - v a l u e  u n i t  ( RV U ) .  T h e  1 9 9 2  l e g i s l a t i o n  a u t h o r i z i n g  t h e
a d o p t i o n  o f  a  r e l a t i v e - v a l u e  f e e  s c h e d u l e  a l s o  d i r e c t e d  t h e  d e p a r t m e n t  t o  e f f e c t  a  1 5  p e r c e n t
o v e r a l l  r e d u c t i o n  i n  p a y m e n t s  i n  w o r k e r s '  c o m p e n s a t i o n  f r o m  t h a t  a l l o w e d  b y  t h e  1 9 9 1  f e e
s c h e d u l e .  T h i s  w a s  a c c o m p l i s h e d  d u r i n g  t h e  c a l c u l a t i o n  o f  t h e  1 9 9 3  c o n v e r s i o n  f a c t o r.  To  a p p l y
t h e  1 5  p e r c e n t  r e d u c t i o n  s e p a r a t e l y  t o  e a c h  o f  t h e  f o u r  g r o u p s  i d e n t i f i e d  a b o v e ,  w h i l e  s e t t i n g  a
s ing l e  conve r s ion  f ac to r  fo r  admin i s t r a t i ve  ea se ,  t he  RVUs  fo r  pa tho logy  and  l abo ra to ry  s e rv i ce s ,
phys ica l  med ic ine  and  rehab i l i t a t ion  se rv ices ,  and  ch i roprac t i c  se rv ices  were  r educed  o r  " sca l ed . "

S i n c e  t h e  n e w  M N - M F S  w a s  i n t r o d u c e d  i n  1 9 9 3 ,  t h e r e  h a v e  b e e n  t h r e e  u p d a t e s .  I n  1 9 9 5 ,  t h e
1 9 9 5  M e d i c a r e  RV U s  r e p l a c e d  t h e  RV U s  u s e d  i n  1 9 9 3 .  I n  1 9 9 7 ,  n e w  c h i r o p r a c t i c  m a n i p u l a t i o n
t h e r a p y  ( C M T )  c o d e s  a n d  RV U s  r e p l a c e d  t h e  o l d e r  c o d e s  u s e d  i n  1 9 9 3 .  I n  2 0 0 1 ,  t h e  1 9 9 5  RV U s
w e r e  r e p l a c e d  b y  1 9 9 8  M e d i c a r e  RV U s  ( a n d  o n e  1 9 9 9  p h y s i c a l  t h e r a p y  c o d e ) ,  a n d  C P T c o d i n g
( t h e  s y s t e m  u s e d  b y  M . D . s )  w a s  i n t r o d u c e d  f o r  a l l  c h i r o p r a c t i c  s e r v i c e s .

T h e  1 9 9 2  l e g i s l a t i o n  a l s o  p r o v i d e d  t h a t  t h e  c o n v e r s i o n  f a c t o r  m u s t  b e  a d j u s t e d  a n n u a l l y  � b y  n o
m o r e  t h a n  t h e  p e r c e n t a g e  c h a n g e  ( i n  t h e  s t a t e - w i d e  a v e r a g e  w e e k l y  w a g e ) 29. �  U n t i l  2 0 0 2 ,  t h e
C F  w a s  i n c r e a s e d  b y  e x a c t l y  t h e  c h a n g e  i n  t h e  S AW W ( i n  2 0 0 2  a n d  2 0 0 3 ,  t h e  C F  w a s  i n c r e a s e d
b y  t h e  c h a n g e  i n  t h e  p r o d u c e r s  p r i c e  i n d e x  f o r  p h y s i c i a n s ) .  U s i n g  t h e  i n c r e a s e  i n  t h e  S AW W a s
t h e  a n n u a l  a d j u s t m e n t  h a s  l e d  t o  a  4 4 . 4  p e r c e n t  i n c r e a s e  i n  t h e  c o s t  o f  s e r v i c e s  c o v e r e d  b y  t h e
M N - M F S .

2 8 Minneso ta  Sta tu te s  sec t ion  176 .136  subd .  1a ;  ava i l ab le  a t :   www. rev i so r. l eg . s t a t e .mn .us / s t a t s /176 .
29 I b id .

Figure 5

R e s e a rc h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3
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B e c a u s e  M e d i c a r e  u s e s  t h e  s a m e  r e l a t i v e - v a l u e  s y s t e m  b u t  w i t h  a  d i f f e r e n t  c o n v e r s i o n  f a c t o r,
t h e  p a y m e n t s  i n  t h e  t w o  s y s t e m s  c a n  b e  d i r e c t l y  c o m p a r e d .  I n  1 9 9 3 ,  t h e  f i r s t  M i n n e s o t a  w o r k e r s �
c o m p e n s a t i o n  C F  w a s  1 6 3  p e r c e n t  o f  M e d i c a r e �s  C F ;  b y  2 0 0 2 ,  i t  w a s  2 0 8  p e r c e n t  o f  t h e  M e d i c a r e
c o n v e r s i o n  f a c t o r.

Figure 6

R e s e a rc h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3

I n  a  s t u d y  d o n e  b y  t h e  Wo r k e r s '  C o m p e n s a t i o n  R e s e a r c h  I n s t i t u t e  ( W C R I ) ,  M i n n e s o t a  w a s  2 0 t h
o u t  o f  4 0  s t a t e s  s t u d i e d  i n  t h e  s i z e  o f  t h e  " p r e m i u m " 3 0  o v e r  M e d i c a r e  p a i d  f o r  h e a l t h  c a r e
se rv i ce s  t o  i n ju red  worke r s 31.  Fu r the rmore ,  t he  WCRI  r e sea rche r s  found  the re  was  no  r e l a t i onsh ip
b e t w e e n  t h e  i n t e r s t a t e  d i f f e r e n c e s  i n  w o r k e r s '  c o m p e n s a t i o n  p a y m e n t s  a n d  t h e  u n d e r l y i n g  c o s t s
t o  t h e  p r o v i d e r  f o r  d o i n g  b u s i n e s s  i n  t h e i r  s t a t e .

Addi t iona l  ana lys i s  shows tha t  Minnesota ' s  "middle  of  the  road"  pos i t ion  depends  on  the  d is t inc t ion
m a d e  b e t w e e n  p r o v i d e r s  i n  t h e  f e e  s c h e d u l e  a n d  t h a t  t h e  RV U s  i n  t h e  M i n n e s o t a  w o r k e r s '
c o m p e n s a t i o n  m e d i c a l  f e e  s c h e d u l e  a r e  t h o s e  i n t r o d u c e d  b y  M e d i c a r e  i n  1 9 9 8 .  I f  a l l  M i n n e s o t a
h e a l t h  c a r e  p r o v i d e r s  w e r e  p a i d  w i t h o u t  t h e  a p p l i c a t i o n  o f  t h e  s c a l i n g  f a c t o r s  d e v e l o p e d  i n
1 9 9 3 ,  a n d  i f  t h e  RV U s  w e r e  u p d a t e d  t o  t h o s e  c u r r e n t l y  u s e d  b y  M e d i c a r e ,  M i n n e s o t a  w o u l d
h a v e  t h e  h i g h e s t  p a y m e n t s  o f  a n y  s t a t e  u s i n g  a  r e l a t i v e - v a l u e  s y s t e m  f e e  s c h e d u l e 32.

T h e  d e p a r t m e n t  a l s o  a t t e m p t e d  t o  l e a r n  h o w  m e d i c a l  f e e s  i n  M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n
c o m p a r e d  t o  t h o s e  i n  o t h e r  p a y m e n t  s y s t e m s  i n  t h e  s t a t e .  U n f o r t u n a t e l y,  t h e  o n l y  d e t a i l e d   a n d
p u b l i c l y  a v a i l a b l e  c o m p a r i s o n s  a r e  w i t h  t h e  M e d i c a r e  a n d  M e d i c a i d  s y s t e m s .  P r i v a t e  p a y o r s
decl ined to share any payment information with the department  because of  confidential i ty agreements .
A l e t t e r  f r o m  D r.  P a u l  S .  S a n d e r s ,  c h i e f  e x e c u t i v e  o f f i c e r  o f  t h e  M i n n e s o t a  Medica l  Assoc ia t ion

3 0 T h e  p e r c e n t a g e  a b o v e  ( o r  i n  t w o  c a s e s  �  F l o r i d a  a n d  M a s s a c h u s e t t s  �  b e l o w )  t h e  M e d i c a r e  p a y m e n t  p a i d
by  worke r s �  compensa t ion  in su re r s  fo r  t he  s ame  hea l th  ca re  s e rv i ce s .

3 1 WCRI Benchmarks  for  Des igning  Workers � Compensa t ion  Medica l  Fee  Schedules ,  2001-2002 Cambr idge ,
MA; 2002.

3 2 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
h t tp : / /www.dol i . s ta te .mn.us /pdf /mtf10_14_mfs .pdf  and
ht tp : / /www.dol i . s ta te .mn.us /pdf /mct f10_28_addendum.pdf .
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(MMA),  ind ica ted  tha t ,  na t iona l ly,  p r iva te  payors  r e imbursed  phys ic ians  a t  a p p r o x i m a t e l y  130
percen t  o f  Medica re  ra tes  in  2002 ,  in  con t ras t  to  the  Minneso ta  workers �  compensa t ion  ra te  o f
208  percen t  fo r  the  same  year.

The  depar tment  a l so  cons idered  whe ther  the  MN-MFS c onvers ion  fac to r  has  been  inc reas ing  too
fas t .  A number  o f  a l t e rna t ives  to  us ing  the  change  in  the  SAWW as  an  in f l a t ion  ad jus tment  were
cons idered :  the  consumer  p r ice  i ndex  (CPI -U) 33,  the  c onsumer  p r ice  index  fo r  m edica l  c a re
(CPI-M)  34,  o r  the  p roducer  p r ice  i ndex  fo r  phys ic ian  s e rv ices  (PPI -P) 35.  The  cho ice  i s  impor tan t ,
because  the  ra te  o f  in f l a t ion  s ince  1993  has  been  marked ly  d i f fe ren t  among  these  ind ices .

Figure 7

R e s e a rc h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3

3 3 The  CPI -U i s  a  measure  o f  the  average  change  over  t ime  in  the  p r i ces  pa id  by  u rban  consumers  fo r  a  marke t
b a s k e t  o f  c o n s u m e r  g o o d s  a n d  s e r v i c e s .

3 4 The  CPI -M i s  a  componen t  o f  the  CPI -U and  i s  a  measure  o f  the  ave rage  change  over  t ime  in  the  p r i ces  pa id
b y  c o n s u m e r s  f o r  p r e s c r i p t i o n  d r u g s  a n d  m e d i c a l  s u p p l i e s ,  p h y s i c i a n s �  s e r v i c e s ,  e y e g l a s s e s  a n d  e y e  c a r e ,
and  hosp i t a l  s e rv i ce s .

3 5 T h e  P P I - P  m e a s u r e s  t h e  a v e r a g e  c h a n g e  o v e r  t i m e  i n  t h e  r e v e n u e s  r e c e i v e d  b y  h e a l t h  c a r e  p r o v i d e r s  f o r
t h e i r  s e r v i c e s ,  a n d  w o u l d  i n c l u d e  p a y m e n t s  m a d e  b y  h e a l t h  i n s u r e r s  a s  w e l l  a s  t h o s e  m a d e  d i r e c t l y  b y
consumers .

Based  on  t he  ava i l ab l e  ev idence  and  t he  o r i g ina l  l eg i s l a t i ve  manda t e s  t ha t  l ed  t o  t he  deve lopmen t
o f  t h e  c u r r e n t  M N - M F S ,  t h e  d e p a r t m e n t  r e c o m m e n d e d  t h a t  b o t h  i s s u e s  �  t h e  r i g h t  p r i c e  f o r
h e a l t h  c a r e  s e r v i c e s  i n  w o r k e r s '  c o m p e n s a t i o n  a n d  h o w  f a s t  s h o u l d  t h o s e  p r i c e s  b e  a l l o w e d  t o
i n c r e a s e  �  c o u l d  b e  a d d r e s s e d  b y  f o c u s i n g  o n  t h e  a p p r o p r i a t e  m e a s u r e  o f  p r i c e  i n f l a t i o n  a n d
t h e n  a p p l y i n g  i t  r e t r o s p e c t i v e l y  t o  t h e  c o n v e r s i o n  f a c t o r  b e g i n n i n g  i n  1 9 9 4  ( t h e  f i r s t  t i m e  t h e
o r i g i n a l  C F  w a s  a d j u s t e d ) .

T h i s  r e c o m m e n d a t i o n  a s s u m e s  t h e  o r i g i n a l  C F  �  $ 5 2 . 0 5 ,  r e p r e s e n t i n g  a  6 3  p e r c e n t  p r e m i u m
over  Medicare 's  1993 conversion factor  (even af ter  the 15 percent  reduct ion in  workers '  compensat ion
p a y m e n t s  f r o m  1 9 9 1  l e v e l s  r e q u i r e d  b y  t h e  L e g i s l a t u r e )  �  w a s  a n  a p p r o p r i a t e  p r i c e  f o r  s e r v i c e s ,
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r e c o g n i z i n g  a n y  i n c r e a s e d  a d m i n i s t r a t i v e  b u r d e n s  c r e a t e d  b y  t h e  w o r k e r s '  c o m p e n s a t i o n  s y s t e m .
T h e  a n n u a l  c h a n g e  i n  t h e  P P I - P  i s  r e c o m m e n d e d  a s  t h e  a p p r o p r i a t e  a d j u s t m e n t  f o r  t h e  c o n v e r s i o n
f a c t o r ,  b e c a u s e  i t  i s  a  m e a s u r e  o f  t h e  i n c r e a s e  i n  h e a l t h  c a r e  p r o v i d e r  r e v e n u e s  b a s e d  o n  t h e
e n t i r e  h e a l t h  c a r e  m a r k e t ,  i n c l u d i n g  b o t h  g o v e r n m e n t  a n d  p r i v a t e  p a y m e n t  s y s t e m s .

D e p a r t m e n t  re c o m m e n d a t i o n :

� T h e  a p p r o p r i a t e  i n f l a t o r  f o r  t h e  c o n v e r s i o n  f a c t o r  i s  t h e  P P I - P.

� R e a d j u s t  t h e  M i n n e s o t a  w o r k e r s '  c o m p e n s a t i o n  m e d i c a l  f e e  s c h e d u l e  c o n v e r s i o n  f a c t o r  t o
w h a t  i t  w o u l d  h a v e  b e e n  h a d  t h e  P P I - P  b e e n  u s e d  f o r  a n n u a l  a d j u s t m e n t s  s i n c e  1 9 9 3  �
$ 6 2 . 8 6 .  A n d ,  i n  t h e  f u t u r e ,  a d j u s t  b y  P P I - P.

N o t  a l l  o u t p a t i e n t  s e r v i c e s  a r e  c o v e r e d  b y  t h e  M N - M F S .  C u r r e n t l y  s e r v i c e s  t h a t  a r e  n o t  c o v e r e d
b y  t h e  f e e  s c h e d u l e  a r e  p a i d  a t  8 5  p e r c e n t  o f  t h e  U  a n d  C  c h a r g e 36,  t h e  s a m e  r a t e  a s  a p p l i e d  t o
l a r g e - h o s p i t a l  s e r v i c e s .  I n  l i g h t  o f  t h e  r e c o m m e n d e d  r e d u c t i o n s  i n  p a y m e n t  r a t e s  f o r  h o s p i t a l
s e r v i c e s  a n d  s e r v i c e s  i n  t h e  M N - M F S ,  t h e  d e p a r t m e n t  r e c o m m e n d e d  t h e  f o l l o w i n g .

D e p a r t m e n t  re c o m m e n d a t i o n :

� P a y  n o n h o s p i t a l  s e r v i c e s  n o t  c o v e r e d  b y  t h e  f e e  s c h e d u l e  a t  6 8  p e r c e n t  o f  U  a n d  C
c h a r g e .

Ta s k - f o rc e  d e l i b e r a t i o n s :  A n u m b e r  o f  c o m m e n t s  r e v i e w e d  b y  t h e  t a s k  f o r c e  w e r e  s e n t  t o  t h e
Wo r k e r s '  C o m p e n s a t i o n  A d v i s o r y  C o u n c i l  i n  F e b r u a r y  2 0 0 3 ,  f r o m  h e a l t h  c a r e  p r o v i d e r s  t h a t
c o n t e n d e d  i t  i s  i t  m o r e  e x p e n s i v e  t o  d e l i v e r  h e a l t h  c a r e  s e r v i c e s  t o  w o r k e r s '  c o m p e n s a t i o n
p a t i e n t s  a n d ,  t h e r e f o r e ,  a  h i g h e r  r a t e  o f  p a y m e n t  i s  j u s t i f i e d :

! C a re  o f  i n j u re d  w o r k e r s  re q u i re s  a  p h y s i c i a n  t o  t a k e  a  m o re  e l a b o r a t e  h i s t o r y,  d o  a
m o re  t h o ro u g h  e x a m i n a t i o n  o r  s p e n d  m o re  t i m e  i n  c o u n s e l i n g  t h a n  c a re  i n  t h e  g e n e r a l
m e d i c a l  s e t t i n g .  T h e  d e p a r t m e n t  n o t e d  t h a t  p h y s i c i a n  o f f i c e  v i s i t s  a r e  a l r e a d y
b i l l e d  a c c o r d i n g  t o  t h e  a m o u n t  o f  w o r k  d o n e  i n  t h e s e  a c t i v i t i e s ;  s o  n o  m a t t e r  w h e r e  t h e
c o n v e r s i o n  f a c t o r  i s  s e t ,  p h y s i c i a n s  t h a t  d o  m o r e  w o r k  �  a  l o n g e r  h i s t o r y,  a  m o r e  d e t a i l e d
p h y s i c a l  e x a m i n a t i o n  o r  m o r e  t i m e  t a l k i n g  t o  t h e  p a t i e n t  �  g e t  p a i d  m o r e .

! C a r i n g  f o r  a n  i n j u re d  w o r k e r  re q u i re s  a  p h y s i c i a n  t o  d e a l  w i t h  l a w y e r s  a n d  q u a l i f i e d
re h a b i l i t a t i o n  c o n s u l t a n t s  ( Q R C s ) ,  w o r k  n o t  re q u i re d  i n  g e n e r a l  m e d i c a l  c a re .  The
d e p a r t m e n t  n o t e d  t h a t  p h y s i c i a n s  a r e  a l l o w e d  t o ,  a n d  d o ,  c h a r g e  l a w y e r s  a n d  o t h e r s
f o r  c o n f e r e n c e s  a n d  r e p o r t s  d i r e c t l y.  T h e s e  c h a rg e s  a r e  i n  a d d i t i o n  t o  a n y  c h a rg e s  f o r  t h e
m e d i c a l  c a r e  d e l i v e r e d  t o  t h e  i n j u r e d  e m p l o y e e .  M e e t i n g s  w i t h  Q R C s  c a n  b e ,  a n d  a r e ,
b i l l e d  s e p a r a t e l y  u s i n g  t h e  f e e  s c h e d u l e .

! C a r i n g  f o r  a n  i n j u re d  w o r k e r  re q u i re s  m o re  t i m e ,  e f f o r t  a n d  e x p e r t i s e  t h a n  c a r i n g
f o r  o t h e r  p a t i e n t s .  E v e n  t h e  l e v e l s  o f  re i m b u r s e m e n t  i n  n o n g o v e r n m e n t a l  g e n e r a l
h e a l t h  p l a n s  w o u l d  n o t  b e  e n o u g h .  T h e  d e p a r t m e n t  n o t e d  t h a t  a l m o s t  a l l  w o r k - r e l a t e d
c o n d i t i o n s  a r e  c o m m o n  m e d i c a l  p r o b l e m s  t h a t  a l s o  o c c u r  i n  t h e  g e n e r a l  p u b l i c .  T h e
u n i q u e  a s p e c t s  o f  c a r i n g  f o r  i n j u r e d  w o r k e r s  a r e  t h e  n e e d  t o  c o o p e r a t e  w i t h  r e h a b i l i t a t i o n
a n d  r e t u r n  t o  w o r k ,  a n d  t h e  i n c r e a s e d  a d m i n i s t r a t i v e  b u r d e n .

! H e a l t h  c a re  p ro v i d e r s  m u s t  c o m p l e t e  re q u i re d  f o r m s  f re e  o f  c h a rg e .  B e c a u s e  o f  t h e
c l a i m s  i m p l i c a t i o n s  o f  m e d i c a l  o p i n i o n s ,  p h y s i c i a n s  m a y  b e  b u rd e n e d  t o  a  g re a t e r

3 6 Minneso ta  Sta tu te s  sec t ion  176 .135  subd  1b ;  ava i l ab le  a t :   www. rev i so r. l eg . s t a t e .mn .us / s t a t s /176 / .
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d e g re e  t h a n  i n  g e n e r a l  m e d i c a l  c a re  b y
c a l l s  f ro m  e m p l o y e r s ,  c a s e  m a n a g e r s  a n d
claims adjusters. The department acknowledged
these are valid issues. The burden of administrative
r e q u i r e m e n t s  i n  w o r k e r s �  c o m p e n s a t i o n  i s
h i g h e r,  o n  a  r e g u l a r  b a s i s ,  t h a n  i n  g e n e r a l
m e d i c a l  c a r e .  I n  f a c t ,  t h e  p e r c e p t i o n  o f
an increased administrative burden is, perhaps,
the major reason that some additional percentage
of compensation over Medicare reimbursement
r a t e s  h a s  b e e n  a l m o s t  u n i v e r s a l l y  a c c e p t e d
in workers� compensation systems throughout
t h e  U n i t e d  S t a t e s .

Michael Goertz, M.D. and Janet Silversmith testified
t o  t h e  t a s k  f o r c e  o n  b e h a l f  o f  t h e  M i n n e s o t a
Medical  Associat ion (MMA).  The MMA presented
m a n y  o f  t h e  s a m e  o b j e c t i o n s  a s  t h e  M H A  d u r i n g
t h e  d i s c u s s i o n  o f  h o s p i t a l  c o s t s  ( s e e  a b o v e ) :

� w o r k e r s �  c o m p e n s a t i o n  s y s t e m  c o s t s  a r e
d o w n  4 4  p e r c e n t  s i n c e  1 9 9 3 ;  a n d

� Minnesota gets �good value� as demonstrated
b y  t h e  W L D I  r e p o r t .

T h e  M M A  a l s o  p o i n t e d  o u t :

�  p h y s i c i a n  s e r v i c e s  a s  a  p e r c e n t a g e  o f  a l l
s e r v i c e s  h a s  g o n e  d o w n ;

�  p h y s i c i a n  f e e s  w e r e  c u t  1 5  p e r c e n t  w h e n
the  RBRVS f ee  s chedu l e  was  imp lemen ted ;
a n d

� t h e  RV U s  i n  t h e  c u r r e n t  M N - M F S  a r e
o u t - o f - d a t e .

The MMA opposed any cut  in  the CF and changing
to  the  PPI -P as  an  in f l a t ion  ad jus to r.  Ins t ead
they  p roposed  upda t ing  the  RVUs  and  us ing  the
CPI -U as  the  in f l a t ion  ad jus tmen t ,  wh ich  they
fee l  be t t e r  r e f l ec t s  the  inc reased  cos t s  o f  do ing
bus ine s s .

David Thoreson, RPT, test ifying for the Minnesota
Chapter of the American Physical Therapy Association
(MN APTA)  concur red  wi th  the  MMA's  gene ra l
pos i t ions  tha t  the re  i s  no  ev idence  o f  a  worke r s '
compensa t ion  cos t  p rob lem and  tha t  Minneso ta
ge t s  "good  va lue . "  The  MN APTA a l so  opposed
any  cu t  in  the  CF  and  recommends  upda t ing  the
RVUs, but did not take a position about the appropriate
in f la t ion  ad jus tment .

The department noted that while physician services

as  a  pe rcen tage  o f  a l l  s e rv ices  has  gone  down,
payment s  to  phys ic i an  pe r  c l a im have  inc reased
126  pe rcen t ;  phys ic i an  se rv ices  a s  a  pe rcen t  o f
the  who le  have  gone  down on ly  because  the  r a t e
of  growth for  other  services  has  been even higher.

The  depa r tmen t  acknowledged  tha t  the  RVUs
cur ren t ly  used  in  the  MN-MFS a re  f rom 1998 .
However,  s imply  upda t ing  the  RVUs ,  wi thou t
any  cor respond ing  cu t s  to  the  CF would  inc rease
med ica l  cos t s  3 .9  pe rcen t  and  to t a l  sys t em cos t s
1 .4  pe rcen t .

John Whisney testifying for the Minnesota Medical
Group Management  Associa t ion ,  poin ted  out  tha t
a clinic 's  administrative overhead costs are greater
fo r  a  workers '  compensa t ion  c la im than  fo r  o ther
med ica l  c l a ims .  More  s t a f f  t ime  i s  needed  to
iden t i fy  the  insu re r,  p rocess  spec ia l i zed  c l a ims
forms and submit  accompanying medical  records .
Worker s '  compensa t ion  c l a ims  spend  more  than
twice as much time in a clinic 's accounts receivable
than  o the r s .

Mary Beth Misner, DC, and Tim Mick, DC, testified
for the Minnesota Chiropractors Association (MCA)
abou t  the  sca l ing  f ac to r s  incorpora ted  in to  the
current MN-MFS. The MCA contends chiropractors
a re  pa id  l e s s  than  o the r  p rov ide r s  fo r  the  same
services.  This issue was brought before the WCAC
in  2001 ,  and  ex tens ive ly  s tud ied  by  the  MSRB.
The MSRB recommended to the WCAC that scaling
factors be removed for manipulat ions and physical
med ic ine  se rv ices .  However,  t he  WCAC took
no  ac t ion  on  th i s  r ecommenda t ion .

The MCA recommends all scaling factors be removed.
Terry Cahill, M.D., testifying for the MMA, strongly
opposed  e l imina t ing  the  sca l ing  f ac to r s  app l i ed
to  the  RVUs  fo r  o ff i ce  v i s i t  s e rv ices .  The  MN
APTA suppor ted  e l imina t ing  the  sca l ing  f ac to r s
for  manipulat ions and physical  medicine services.

The  depar tmen t  no ted  tha t  r emoving  a l l  s ca l ing
fac to r s  f rom the  cu r ren t  f ee  schedu le ,  w i thou t
any  co r respond ing  change  in  the  CF,  wou ld  by
i t se l f  r a i se  med ica l  cos t s  3 .3  pe rcen t  and  to t a l
sys t em cos t s  1 .2  pe rcen t .

A number of commentators and task-force members
raised concerns about  restr ict ing injured workers�
access  to  ca re  i f  t he re  were  any  reduc t ions  in
re imbursement .   The  depar tment  no ted  the re  was
no data  presented that  indicated any loss  in  access
a t  t he  p roposed  r a t e s  o f  r e imbursemen t  .
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S e r v i c e  u t i l i z a t i o n

D e p a r t m e n t  p re s e n t a t i o n :   To t a l  m e d i c a l  c o s t s  a r e  t h e  f i n a l  p r o d u c t  o f  t h e  p r i c e s  p e r  s e r v i c e s
p a i d  a n d  t h e  n u m b e r  o f  s e r v i c e s  a l l o w e d .  O v e r a l l  c o s t s  c a n  i n c r e a s e  b e c a u s e  p r i c e s  a r e  r i s i n g ,
t h e  n u m b e r  o f  s e r v i c e s  p r o v i d e d  i s  i n c r e a s i n g  o r  b o t h .  I n c r e a s e s  i n  t h e  n u m b e r  o f  s e r v i c e s  m a y
b e  a p p r o p r i a t e  o r  i n a p p r o p r i a t e .  T h e  n u m b e r  o f  s e r v i c e s  p r o v i d e d  t o  a  p a t i e n t  p o p u l a t i o n  m a y
i n c r e a s e  a p p r o p r i a t e l y  i f  t h e  t y p e s  o f  h e a l t h  c o n d i t i o n s  b e i n g  t r e a t e d  a n d  t h e i r  s e v e r i t y  h a v e
c h a n g e d .  C o n v e r s e l y,  p r o v i d i n g  s e r v i c e s  t h a t  a r e  i n e f f e c t i v e  o r  u n n e c e s s a r y  r e s u l t s  i n  e x c e s s i v e
a n d  i n a p p r o p r i a t e  t r e a t m e n t .

T h e r e  a r e  a  v a r i e t y  o f  s t u d i e s ,  b o t h  f r o m  M i n n e s o t a  a n d  e l s e w h e r e  i n  t h e  U n i t e d  S t a t e s ,  t h a t
i n d i c a t e  i n a p p r o p r i a t e  u t i l i z a t i o n  i s  a  p r o b l e m  i n  w o r k e r s '  c o m p e n s a t i o n .  T h e  1 9 8 9  M i n n e s o t a
m e d i c a l  s t u d y  s h o w e d  t h e  d u r a t i o n  o f  t r e a t m e n t  w a s  h i g h e r  f o r  c e r t a i n  c l a s s e s  o f  i n j u r i e s  i n
worke r s '  compensa t ion  compared  to  a  s imi l a r  popu la t ion  in  gene ra l  hea l th  ca re .  These  d i f f e r ences
w e r e  m o s t  m a r k e d  f o r  p h y s i c a l  m e d i c i n e  s e r v i c e s 37 i n  t h e  t r e a t m e n t  o f  c o m m o n  m u s c u l o s k e l e t a l
i n j u r i e s  s u c h  a s  l o w  b a c k  p a i n  a n d  s t r a i n s / s p r a i n s .

N u m e r o u s  s t u d i e s  o f  m a n a g e d  c a r e  i n  w o r k e r s '  c o m p e n s a t i o n  h a v e  s h o w n  d r a m a t i c  r e d u c t i o n s
i n  t h e  u t i l i z a t i o n  o f  h e a l t h  c a r e  s e r v i c e s  i n  t h e  m a n a g e d  c a r e  p o p u l a t i o n ,  w i t h o u t  a n y  s i g n i f i c a n t
d i f f e r e n c e s  i n  t r e a t m e n t  o u t c o m e s 38.

A 2 0 0 2  s t u d y  d o n e  b y  t h e  Wo r k e r s '  C o m p e n s a t i o n  R e s e a r c h  I n s t i t u t e  i n  Te x a s  f o u n d  l a rg e  a n d
u n e x p l a i n a b l e  d i f f e r e n c e s  b e t w e e n  d i f f e r e n t  r e g i o n s  o f  t h e  s t a t e  i n  t h e  n u m b e r  o f  p h y s i c a l
m e d i c i n e  s e r v i c e s  p r e s c r i b e d  b y  p h y s i c i a n s  t o  c l a i m a n t s  w i t h  c o m p a r a b l e  i n j u r i e s 39.

A n o t h e r  2 0 0 2  W C R I  s t u d y  l o o k e d  a t  5 2 , 0 0 0  w o r k e r s '  c o m p e n s a t i o n  c l a i m s  f r o m  f i v e  s t a t e s
(Connec t icu t ,  Texas ,  Massachusse t t s ,  F lo r ida ,  Ca l i fo rn ia ) 40.  I t  found  tha t  back  and  upper  ex t remi ty
i n j u r i e s  a c c o u n t e d  f o r  t w o - t h i r d s  o f  p h y s i c a l  m e d i c i n e  c o s t s .  F o r  c a s e s  w i t h  t h e  s a m e  d u r a t i o n
of  work  loss ,  ch i roprac t ic  care  cos t  more  in  four  of  the  f ive  s ta tes  s tudied ,  even though chi roprac tors
w e r e  p a i d  l e s s  p e r  v i s i t  t h a n  o t h e r  h e a l t h  c a r e  p r o v i d e r s .  T h i s  d i f f e r e n c e  i n  c o s t  w a s  a t t r i b u t a b l e
t o  p h y s i c a l  m e d i c i n e  c o s t s ,  e s p e c i a l l y  t h e  h i g h e r  n u m b e r  o f  t r e a t m e n t  v i s i t s  f o r  p a t i e n t s  t a k e n
c a r e  o f  b y  c h i r o p r a c t o r s .  O f  n o t e ,  t h e  o n l y  s t a t e  i n  w h i c h  t h i s  p a t t e r n  w a s  n o t  f o u n d  ( F l o r i d a )
h a d  s t r i c t  l i m i t s  o n  t h e  n u m b e r  o f  r e i m b u r s a b l e  v i s i t s  p e r  c a s e  f o r  t h e s e  k i n d s  o f  t r e a t m e n t 41.

3 7 Phys i ca l  med ic ine  s e rv i ce s  i nc lude  t he  t ypes  o f  t r e a tmen t s  p rov ided  by  phys i ca l  t he r ap i s t s ,  occupa t i ona l
t h e r a p i s t s  a n d  c h i r o p r a c t o r s .

3 8 Summar ized  by  Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s
ava i lab le  a t :  www.dol i . s ta te .mn.us /pdf /mtf9_9_cmcare .pdf .

3 9 WCRI  �Ta rge t ing  More  Cos t ly  Care :  Area  Var ia t ions  in  Texas  Medica l  Cos t s  and  Ut i l i za t ion�  Cambr idge ,
MA; 2002.

4 0 R .A.  Vic to r,  D .  Wang  Pa t t e rns  and  Cos t s  o f  Phys ica l  Medic ine :  Compar i son  o f  Ch i roprac t i c  and
Phys ic ian-Direc ted  Care  Cambridge  Mass . ;  WCRI,  December  2002.

4 1 A t  the  t ime  the  s tudy  was  done ,  F lo r ida  l aw l imi t ed  ch i rop rac t i c  t r ea tmen t  to  18  v i s i t s  o r  e igh t  weeks ,
whichever  came f i r s t .
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D a t a  f r o m  M i n n e s o t a  a l s o  s h o w s  t h e  i m p o r t a n c e  o f  p h y s i c a l  m e d i c i n e  s e r v i c e s  i n  o v e r a l l
m e d i c a l  c o s t s 42.

4 2 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
www.dol i . s ta te .mn.us /pdf /mctf10_28_ut i l iza t ion .pdf.

I n  f a c t ,  p h y s i c a l  m e d i c i n e  s e r v i c e s  a r e  e i g h t  o f  t h e  t o p  1 0  m o s t  f r e q u e n t  s e r v i c e s  p r o v i d e d  t o
w o r k e r s �  c o m p e n s a t i o n  p a t i e n t s  i n  M i n n e s o t a ,  w i t h  t h e s e  e i g h t  s e r v i c e s  a c c o u n t i n g  f o r  3 1 . 8
p e r c e n t  o f  a l l  s e r v i c e s .  T h e  f r e q u e n c y  o f  t h e s e  s e r v i c e s  i s  i n c r e a s i n g ,  e v e n  t h o u g h  t h e r e  a r e
f e w e r  o v e r a l l  w o r k  i n j u r i e s  i n  M i n n e s o t a  a n d  f e w e r  a r e  s o  s e v e r e  a s  t o  c a u s e  l o s t  t i m e  f r o m
w o r k .  F o r  c o m p a r a b l e  g r o u p s  o f  s h o r t - d u r a t i o n  m i l d  l o w  b a c k  i n j u r i e s ,  t h e r e  h a s  b e e n  a  m a r k e d
v a r i a t i o n  i n  t h e  n u m b e r  o f  p h y s i c a l  m e d i c i n e  s e r v i c e s  p e r  c l a i m .  A f t e r  m a r k e d  d e c l i n e s  i n  t h e
f r equency  o f  t he se  s e rv i ce s  a f t e r  t he  imp lemen ta t i on  o f  t he  1992  worke r s �  compensa t i on  r e fo rms ,
t h e r e  h a s  b e e n  a  s t e a d y  i n c r e a s e .

Table  3

S e r v i c e  g r o u p s P e r c e n t  o f  a l l  s e r v i c e s
O f f i c e  v i s i t s 11 .5
P h y s i c a l  m e d i c i n e * 3 4 . 0
C h i r o p r a c t i c  m a n i p u l a t i o n  t h e r a p y 6 . 8
Med ica l  imag ing 4 .0
S u r g e r y 0 .7
L a b o r a t o r y  t e s t i n g 2 . 4 2
Al l  o the r s 38 .5

* F r o m  a l l  p r o v i d e r s  i n c l u d i n g  p h y s i c a l  t h e r a p i s t s ,
  o c c u p a t i o n a l  t h e r a p i s t s  a n d  c h i r o p r a c t o r s

Figure 8

R e s e a rc h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3
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I n  r e s p o n s e  t o  t h e  p r o b l e m  o f  i n a p p r o p r i a t e  a n d
e x c e s s i v e  p h y s i c a l  m e d i c i n e  s e r v i c e s ,  a t  l e a s t
nine s tates  l imit  some aspect  of  physical  medicine
t r e a t m e n t  t o  w o r k e r s �  c o m p e n s a t i o n  c l a i m a n t s
wi thou t  p r io r  au tho r i za t ion :

AL: O n l y  s i x  t o t a l  t r e a t m e n t  v i s i t s  a l l o w e d
i n  t h e  f i r s t  s i x  m o n t h s .

CO: Only  34  man ipu la t ions  a l lowed  pe r  ca se
FL: Chiropractic treatment limited to 24 treatments

o r  1 2  w e e k s .
KS: P h y s i c a l  m e d i c i n e  t r e a t m e n t  l i m i t e d  t o

21  v i s i t s .
NC: P h y s i c a l  t h e r a p y  l i m i t e d  t o  3 0  v i s i t s ;

c h i r o p r a c t i c  c a r e  l i m i t e d  t o  2 0  v i s i t s .
OR: C h i r o p r a c t o r  m a y  o n l y  b e  t h e  t r e a t i n g

p r o v i d e r  f o r  3 0  d a y s  o r  1 2  v i s i t s .
RI : A n y  p a l l i a t i v e  c a r e ,  i n c l u d i n g  p h y s i c a l

medic ine ,  a f te r  MMI l imi ted  to  12  v is i t s .
WA: C h i r o p r a c t i c  c a r e  l i m i t e d  t o  6 0  d a y s  o r

12 vis i ts  and chiropractor  cannot  provide
p h y s i c a l  t h e r a p y  s e r v i c e s  o n  m o r e  t h a n
s ix  v i s i t s .

CA: Physical therapy and chiropractic treatment
l i m i t e d  t o  2 4  v i s i t s  e a c h .

I n  a d d i t i o n ,  M e d i c a r e  a n d  M e d i c a i d  b o t h  l i m i t
p h y s i c a l  m e d i c i n e  s e r v i c e s .

� As of  Sept .  1 ,  2003 Medicare  l imi ts  physica l
t h e r a p y a n d  o c c u p a t i o n a l  t h e r a p y  s e r v i c e s
t o  $ 1 , 5 9 0  e a c h  p e r  c a l e n d a r  y e a r  a n d  o n l y
r e i m b u r s e s  c h i r o p r a c t o r s  f o r  m a n i p u l a t i o n
f o r  s p i n a l  s u b l u x a t i o n  ( i . e .  d o e s  n o t  p a y
f o r  o f f i c e  v i s i t s ,  o t h e r  p h y s i c a l  m e d i c i n e
treatments ,  medical  imaging or  for  t reatment
o f  c o n d i t i o n s  o t h e r  t h a n  b a c k  p a i n ) .

� Minnesota Medical Assistance, General Assistance
M e d i c a l  C a r e  a n d  M i n n e s o t a  C a r e  o n l y
pay for manipulation of the spine for treatment
o f  s p i n a l  s u b l u x a t i o n  a n d  X - r a y s  t h a t  a r e
needed to support  a  diagnosis  of  subluxation.
F u r t h e r m o r e ,  m a n i p u l a t i o n s  a r e  l i m i t e d  t o
s i x  i n  a  m o n t h  a n d  n o  m o r e  t h a n  2 4  i n  a
c a l e n d a r  y e a r.

D e p a r t m e n t  re c o m m e n d a t i o n :   B a s e d  o n  t h e
avai lable  data ,  amend the  s ta tute  to  l imit  physical
med ic ine  moda l i t i e s  and  p rocedu re s  t o  24  v i s i t s
pe r  i n ju ry.

B e s i d e s  t h e  c h a n g e s  i n  t h e  n u m b e r  o f  s e r v i c e s
p r o v i d e d ,  c h a n g e s  i n  t h e  t y p e s  a n d  p r o p o r t i o n s
of  serv ices  can  a l so  s t rongly  a f fec t  overa l l  cos ts .
T h e  c h a n g i n g  m i x  o f  s e r v i c e s  i s  r e a l l y  t h r e e
d i s t i nc t  p rob lems :

1 . The subst i tut ion of  more expensive opt ions
for  less  cos t ly  ones ;  e .g .  order ing a  SPECT
scan  ins t ead  o f  a  bone  scan  o r  p re sc r ib ing
O x y C o n t i n �  i n s t e a d  o f  Vi c o d i n � .

2 . The introduction of new treatment technologies;
e . g .  i n t r a - d i s c a l  e l e c t r o t h e r a p y  ( I D E T )
f o r  t r e a t m e n t  o f  l o w  b a c k  p a i n .

3 . T h e  a d d i t i o n  o f  n e w  t y p e s  o f  t h e r a p y  t o
the  conven t iona l  r eg imens ;  e .g .  invo lv ing
massage  the rap i s t s  i n  t r ea tmen t  p rograms
a l r eady  inc lud ing  phys i ca l  t he rap i s t s  and
chiropractors or the use of herbal medications
in  add i t i on  t o  p r e sc r i p t i on  d rugs .

T h e s e  h a v e  i n  c o m m o n  t h e  w i d e s p r e a d  u s e  o f
n e w  i n t e r v e n t i o n s  b e f o r e  t h e r e  i s  a n y  e v i d e n c e
o f  t h e i r  e f f i c a c y  o r  a d v a n t a g e  o v e r  e s t a b l i s h e d
t r e a t m e n t s .  A c l a s s i c  e x a m p l e  i n  M i n n e s o t a �s
workers �  compensa t ion  sys tem was  the  ex tens ive
use  o f  chymopapa in  i n j ec t i ons  fo r  t he  t r ea tmen t
of  low back pain before  wel l -control led scient i f ic
s t u d i e s  c a l l e d  i n t o  q u e s t i o n  t h e i r  u s e f u l n e s s .
By  the  t ime  the  s tud ies  were  done  and  the  resu l t s
w i d e l y  d i s s e m i n a t e d  i n  t h e  m e d i c a l  c o m m u n i t y,
a  l a r g e  n u m b e r  o f  i n j u r e d  w o r k e r s  h a d  b e e n
subjected to a costly and often ineffective treatment.
Since delaying the introduction of new technologies
u n t i l  t h e r e  i s  e v i d e n c e  t h a t  t h e y  w o r k  c a n  o n l y
preven t  t hese  k inds  o f  p rob lems ,  t he  depa r tmen t
m a d e  t h e  f o l l o w i n g  r e c o m m e n d a t i o n .

Depar tment  recommendat ion :   Amend the  s ta tu te
t o  d e f i n e  a n y  t e c h n o l o g y  n o t  a p p r o v e d  b y  t h e
FDA p r io r  t o the date of enactment as �not reasonably
required� unless  approved for  use by the
commissioner in consultation with the MSRB.

Task-force deliberations:  Thomas Mottaz, testifying
fo r  t he  Minneso t a  Tr i a l  Lawye r s  Assoc i a t i on ,
opposed  any  s t a tu to ry  l im i t a t i ons  on  hea l t hca re
s e r v i c e s .
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Trea tmen t  parame te r s

Depar tmen t  p re sen ta t i on :   T h e  1 9 9 2  l e g i s l a t i v e  r e f o r m s  d i r e c t e d  t h e  d e p a r t m e n t  t o  e s t a b l i s h
t r e a t m e n t  p a r a m e t e r s  f o r  t h e  m o s t  c o m m o n  a n d  c o s t l y  w o r k e r s �  c o m p e n s a t i o n  i n j u r i e s 43.  T h e
pa rame te r s  were  in t ended  to  dec rease  unexp la ined  va r i a t ion  in  t r ea tmen t  be tween  in ju red  worke r s
w i t h  s i m i l a r  i n j u r i e s  a n d  t o  h e l p  d e f i n e  w h i c h  t r e a t m e n t s  a r e  � r e a s o n a b l e  a n d  n e c e s s a r y. �

I n  c o n s u l t a t i o n  w i t h  t h e  M e d i c a l  S e r v i c e s  R e v i e w  B o a r d  t h e  d e p a r t m e n t  p r o m u l g a t e d
p e r m a n e n t  t r e a t m e n t  p a r a m e t e r s  i n  1 9 9 5 ,  c o v e r i n g  g e n e r a l  m e d i c a l  p r a c t i c e s ,  m e d i c a l  i m a g i n g ,
h o s p i t a l i z a t i o n ,  s e l e c t e d  s u r g e r i e s ,  c h r o n i c  m a n a g e m e n t ,  a d m i n i s t r a t i v e  p r o c e d u r e s ,  l o w  b a c k
pa in ,  neck  pa in ,  t ho rac ic  back  pa in ,  uppe r  ex t r emi ty  d i so rde r s  and  r e f l ex  sympa the t i c  dys t rophy 44.

I n  1999 ,  t he  depa r tmen t ,  i n  coope ra t i on  w i th  S t r a t i s  Hea l t h ,  comp le t ed  a  s t udy,  f unded  by  t he
R o b e r t  Wo o d s  J o h n s o n  F o u n d a t i o n  a b o u t  t h e  e f f e c t i v e n e s s  o f  t h e  t r e a t m e n t  p a r a m e t e r s 45.  A
g r o u p  o f  c l a i m a n t s  w i t h  l o w  b a c k  i n j u r i e s  w e r e  f o l l o w e d  f o r  t h e  f i r s t  s i x  m o n t h s  a f t e r  t h e  d a t e
of  in ju ry.

I n  t h i s  g r o u p  o n l y  7 0 . 8  p e r c e n t  o f  t h e  c a s e s  r e c e i v e d  t r e a t m e n t  t h a t  w a s  c o m p l e t e l y  c o m p l i a n t
w i t h  t h e  l o w  b a c k  p a i n  p a r a m e t e r.  I n  c o m p a r i n g  t h o s e  p a t i e n t s  w h o  r e c e i v e d  c o m p l i a n t  c a r e
v e r s u s  t h o s e  w h o  d i d  n o t ,  t h e  s t u d y  f o u n d :

4 3 Minneso ta  Sta tu t e s  sec t ion  176 .83  subd .  5 ;  ava i l ab le  a t :   www. rev i so r. l eg . s t a t e .mn .us / s t a t s /176 / .
4 4 Minnesota  Rules  Par t s  5221.6010 through 5221.8900;  ava i lab le  a t :

www.revisor. leg .s ta te .mn.us /aru le /5221/ .
4 5 D Gi lber tson,  W Lohman �Mandatory  Treatment  Parameters  Evaluat ion�  RWJ Workers '  Compensat ion Heal th

In i t ia t ive ;  de ta i l s  ava i lab le  a t :  www.umassmed.edu /workerscomp/gran t s /g ran t16 .c fm and
www.dol i . s ta te .mn.us /pdf /mctf10_28_ut i l iza t ion .pdf .

46 Resea rch  and  Sta t i s t i c s ,  Minneso ta  Depar tmen t  o f  Labor  and  Indus t ry,  2003 .  De ta i l s  ava i l ab le  a t :
www.dol i . s ta te .mn.us /pdf /mctf10_28_ut i l iza t ion .pdf .

Table  4

O u t c o m e  m e a s u r e d R e s u l t s
I m p r o v e m e n t  i n  p a i n N o  d i f f e r e n c e
I m p r o v e m e n t  i n  f u n c t i o n N o  d i f f e r e n c e
S a t i s f a c t i o n  w i t h  c a r e N o  d i f f e r e n c e
Sa t i s f a c t i o n  w i t h  j o b N o  d i f f e r e n c e
Wo r k  s t a t u s  a t  s i x  m o n t h s N o  d i f f e r e n c e
M e n t a l  h e a l t h N o  d i f f e r e n c e
P h y s i c a l  h e a l t h M a y b e  b e t t e r  i n  t h o s e  w h o  h a d  c o m p l i a n t  t h e r a p y
L o s t  w o r k - t i m e L e s s  l o s t  t i m e  i n  t h o s e  w h o  h a d  c o m p l i a n t  t r e a t m e n t
M e d i c a l  c o s t L o w e r  c o s t s  i n  t h o s e  w h o  h a d  c o m p l i a n t  t r e a t m e n t

D .  G i l b e r t s o n ,  W.  L o h m a n ,  " M a n d a t o r y  Tr e a t m e n t  P a r a m e t e r s  E v a l u a t i o n "

F u r t h e r  a n a l y s i s  f o u n d  t h a t  n o n c o m p l i a n c e  w i t h  t h o s e  p a r t s  o f  t h e  p a r a m e t e r  r e g u l a t i n g  p a s s i v e
c a r e  ( m o s t l y  p h y s i c a l  m e d i c i n e  t r e a t m e n t s )  a n d  t h e  u s e  o f  d i a g n o s t i c  t e s t i n g  ( m o s t l y  m e d i c a l
imag ing  t echn iques )  we re  pa r t i cu l a r l y  r e spons ib l e  fo r  t he  i nc r ea sed  l o s t  work - t ime  and  i nc rea sed
c o s t s  i n  c a s e s  t h a t  h a d  n o n c o m p l i a n t  c a r e .

M o r e  r e c e n t l y,  t h e  d e p a r t m e n t  h a s  e x a m i n e d  g r o u p s  o f  s i m i l a r  l o w  b a c k  i n j u r i e s  o c c u r r i n g
d u r i n g  1 9 9 0  t o  2 0 0 1 46.  T h i s  s t u d y  l o o k e d  a t  t h e  c o s t  a n d  u t i l i z a t i o n  o f  t r e a t m e n t s  i n  t h e  f i r s t  1 6
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m o n t h s  a f t e r  t h e  d a t e  o f  i n j u r y.  A l l  o f  t h e s e  w o r k e r s  h a d  s h o r t  d u r a t i o n ,  r e l a t i v e l y  m i l d  l o w
b a c k  i n j u r i e s .  T h e  d a t a  s h o w s  t h e r e  w a s  a  m a r k e d  d e c r e a s e  i n  t h e  f r e q u e n c y  o f  s e r v i c e s  p e r
c l a i m  f o r  t h o s e  t y p e s  o f  s e r v i c e s  m o s t  a f f e c t e d  b y  t h e  t r e a t m e n t  p a r a m e t e r s  a t  t h e  t i m e  o f  t h e i r
f i r s t  i m p l e m e n t a t i o n ,  p a r t i c u l a r l y  f o r  p h y s i c a l  m e d i c i n e  t r e a t m e n t s  ( s e e  F i g u r e  8  o n  p a g e  2 1 ) .
A s  a l r e a d y  n o t e d ,  t h e r e  h a s  b e e n  a  g r a d u a l  i n c r e a s e  i n  t h e  f r e q u e n c y  o f  t h o s e  s e r v i c e s  s i n c e
t h a t  t i m e ,  d e s p i t e  t h a t  t h e r e  h a s  b e e n  n o  c h a n g e  i n  t h e  n a t u r e  o r  s e v e r i t y  o f  t h e s e  i n j u r i e s .
T h e r e  h a s  a l s o  b e e n  a  p a r a l l e l  i n c r e a s e  i n  t h e  c o s t  o f  t h e s e  c l a i m s ,  a s  s h o w n  b e l o w  i n  F i g u r e  9 .

R e s e a rc h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3

F igu re  9

T h e  s t u d i e s  s h o w  t h a t  t r e a t m e n t  p a r a m e t e r s  d o  w o r k  t o  c o n t r o l  e x c e s s i v e  a n d  i n a p p r o p r i a t e
t r e a t m e n t ,  b u t  t h a t  c o m p l i a n c e  i s  a n  i s s u e 47.  T h e  d e p a r t m e n t  a l s o  n o t e d  t h e  c u r r e n t  p a r a m e t e r s
d o  n o t  i n c l u d e  a  n u m b e r  o f  c o m m o n  a n d  i m p o r t a n t  w o r k e r s �  c o m p e n s a t i o n  i n j u r i e s ,  e . g .  l o w e r
e x t r e m i t y  p r o b l e m s ,  w h i c h  a c c o u n t  f o r  2 2  p e r c e n t  o f  a l l  o c c u p a t i o n a l  i n j u r i e s  i n  M i n n e s o t a 48.

4 7 For  example ,  the  Workers '  Compensat ion Court  of  Appeals  and compensat ion judges  apply  case  law s tandards
r a t h e r  t h a n  t h e  t r e a t m e n t  p a r a m e t e r s  i n  d i s p u t e s  o v e r  t h e  r e a s o n a b l e n e s s  o f  m e d i c a l  t r e a t m e n t  i f  t h e
p a r t i e s  h a v e  n o t  r a i s e d  t h e  p a r a m e t e r s  a s  a n  i s s u e ;  S e e ,  R o s c h  v.  L o n g  P r a i r i e  M e m o r i a l  H o s p i t a l
(WCCA 10-1-2003)

4 8 B  Z a i d m a n  M i n n e s o t a  Wo r k p l a c e  S a f e t y  R e p o r t :   O c c u p a t i o n a l  I n j u r i e s  a n d  I l l n e s s e s ,  2 0 0 1  R e s e a r c h
and  S ta t i s t i c s ,  Minneso ta  Depa r tmen t  o f  Labor  and  Indus t ry ;  May  2003 ;  ava i l ab l e  a t :
h t tp : / /www.do l i . s t a te .mn.us /pdf / sa fe rp t01 .pdf

Average total payment/claim
includes payments for all services provided
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I n  a d d i t i o n ,  c h a n g e s  i n  m e d i c a l  s c i e n c e  a n d  t h e  i n t r o d u c t i o n  o f  n e w  t e c h n o l o g i e s  c o u l d  b e
inco rpo ra t ed  i n to  t he  pa rame te r s .  Based  on  a l l  o f  t he  ava i l ab l e  ev idence ,  and  these  admin i s t r a t i ve
cons ide ra t i ons ,  t he  depa r tmen t  made  a  s e r i e s  o f  r ecommenda t ions  r ega rd ing  the  cu r r en t  t r ea tmen t
p a r a m e t e r s .

Depar tmen t  recommenda t ion :    Add  to  the  s t a tu to ry  de f in i t i on  o f  " r easonab ly  r equ i r ed  t r ea tmen t " :

�  " a s  d e f i n e d  b y  a n y  a p p l i c a b l e  t r e a t m e n t  p a r a m e t e r " ;

� that treatment exceeding an applicable parameter is presumed to be "not reasonably required"; and

� t h i s  p r e s u m p t i o n  i s  r e b u t t a b l e  b y  c l e a r  a n d  c o n v i n c i n g  m e d i c a l  e v i d e n c e  t h a t  a  r e a s o n  f o r
d e p a r t u r e  f r o m  t h e  p a r a m e t e r  e x i s t s  i n  a  p a r t i c u l a r  c a s e .

D e p a r t m e n t  re c o m m e n d a t i o n :   R e q u i r e  j u d g e s  a n d  p a y o r s  t o  a p p l y  t h e  p a r a m e t e r s :

�  p a y o r s  m u s t  c i t e  p a r a m e t e r s  i n  d e n i a l s  o f  " u n r e a s o n a b l e "  t r e a t m e n t ;

�  f a c t  f i n d e r s  m u s t  m a k e  d e c i s i o n s  b a s e d  o n  p a r a m e t e r s ;  a n d

�  i f  p a r a m e t e r  w a s  n o t  u s e d  i n  a d j u d i c a t i n g  a  c l a i m ,  t h e  f a c t  f i n d e r  m u s t  e x p l a i n  w h y  i t  w a s
n o t  u s e d .

D e p a r t m e n t  re c o m m e n d a t i o n :   A u t h o r i z e  t h e  d e p a r t m e n t  t o  u s e  " e x p e d i t e d "  r u l e m a k i n g  t o
u p d a t e  a n d  e x t e n d p a r a m e t e r s  w i t h  a  l e g a l  s t a n d a r d  t h a t  t h e  p a r a m e t e r  m u s t  r e f l e c t  e v i d e n c e -
b a s e d  m e d i c a l  p r a c t i c e  a n d  b e  d e v e l o p e d  i n  c o n s u l t a t i o n  w i t h  M S R B .

Ta s k - f o rc e  d e l i b e r a t i o n s :   Te s t i m o n y  f r o m  t h e  M H A ,  M M A a n d  M N  A P TA w a s  g e n e r a l l y  i n
favor  o f  main ta in ing ,  upda t ing  and  s t reng then ing  t rea tment  pa ramete rs .  Kr i s t ine  Gje rde ,  t e s t i fy ing
f o r  M N  A P TA ,  c a l l e d  f o r  m o r e  u s e  o f  p e e r  r e v i e w  i n  s e t t l i n g  d i s p u t e s  r e g a r d i n g  a p p r o p r i a t e
c a r e .  T h o m a s  M o t t a z ,  t e s t i f y i n g  f o r  t h e  M i n n e s o t a  Tr i a l  L a w y e r s  A s s o c i a t i o n ,  o p p o s e d  a n y
c h a n g e s  i n  t h e  l e g a l  s t a t u s  o f  t h e  t r e a t m e n t  p a r a m e t e r s ,  b u t  e n c o u r a g e d  m e a s u r e s  t o  u p d a t e  t h e
p a r a m e t e r s  t o  b e  c o n s i s t e n t  w i t h  t h e  m o s t  c u r r e n t  m e d i c a l  s c i e n c e .
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C e r t i f i e d  m a n a g e d  c a r e

D e p a r t m e n t  p r e s e n t a t i o n :   T h e  1 9 9 2  l e g i s l a t i v e  r e f o r m s  a l s o  d i r e c t e d  t h e  d e p a r t m e n t  t o  e s t a b l i s h
r u l e s  f o r  t h e  i m p l e m e n t a t i o n  a n d  c e r t i f i c a t i o n  o f  m a n a g e d  c a r e  p l a n s 49.  M a n a g e d  c a r e  i s  a  t e r m
u s e d  i n  t h e  h e a l t h  c a r e  i n d u s t r y  t o  d e s c r i b e  h e a l t h  c a r e  s y s t e m s  t h a t  i n t e g r a t e  t h e  f i n a n c i n g  a n d
d e l i v e r y  o f  a p p r o p r i a t e  h e a l t h  c a r e  s e r v i c e s  t o  c o v e r e d  i n d i v i d u a l s  b y :  m a k i n g  a r r a n g e m e n t s
w i t h  s e l e c t e d  p r o v i d e r s  t o  f u r n i s h  h e a l t h  c a r e  s e r v i c e s ;  h a v i n g  s t a n d a r d s  f o r  s e l e c t i o n  o f  h e a l t h
c a r e  p r o v i d e r s ;  a n d  m a i n t a i n i n g  p r o g r a m s  f o r  o n g o i n g  q u a l i t y  a s s u r a n c e  a n d  u t i l i z a t i o n  r e v i e w 50.
T h e  i n t r o d u c t i o n  o f  m a n a g e d  c a r e  i n  w o r k e r s '  c o m p e n s a t i o n  w a s  i n t e n d e d  t o  p r o v i d e  a n o t h e r
m e c h a n i s m  f o r  c o n t r o l l i n g  i n a p p r o p r i a t e  u t i l i z a t i o n  o f  h e a l t h  c a r e  s e r v i c e s .

A  M i n n e s o t a  e m p l o y e r  m a y  r e q u i r e  t h a t  c a r e  f o r  a  w o r k  i n j u r y  b e  r e c e i v e d  f r o m  a  d e s i g n a t e d
m a n a g e d  c a r e  p l a n 51.  Wo r k e r s '  c o m p e n s a t i o n  c e r t i f i e d  m a n a g e d  c a r e  p l a n s  ( C M C s )  a r e  r e q u i r e d
t o  m a k e  t r e a t m e n t  a v a i l a b l e  t h a t  i s  g e o g r a p h i c a l l y  c o n v e n i e n t  a n d  a l l o w s  a c c e s s  t o  e m e r g e n c y
s e r v i c e s  a n d  a n y  c a t e g o r y  o f  h e a l t h  c a r e  p r o v i d e r.  C M C s  a r e  a l s o  r e q u i r e d  t o  p r o v i d e  p e e r
r ev i ew,  u t i l i z a t i on  r ev i ew,  d i spu te  r e so lu t ion  and  case  managemen t  s e rv i ce s .  By  s t a tu to ry  dec ree ,
C M C s  m u s t  a l l o w  t h e  i n j u r e d  e m p l o y e e  t o  t r e a t  w i t h  a  h e a l t h  c a r e  p r o v i d e r  w i t h  w h o m  t h e
e m p l o y e e  h a s  a n  e s t a b l i s h e d  t r e a t i n g  r e l a t i o n s h i p ,  w h e t h e r  o r  n o t  t h e  p r o v i d e r  p a r t i c i p a t e s  i n
t h e  m a n a g e d  c a r e  p l a n ' s  n e t w o r k .  B y  r u l e ,  C M C s  m u s t  p a y  p a r t i c i p a t i n g  p r o v i d e r s  t h e  a m o u n t
a l l o w e d  u n d e r  t h e  M i n n e s o t a  w o r k e r s '  c o m p e n s a t i o n  m e d i c a l  f e e  s c h e d u l e  ( M N - M F S )  o r  8 5
p e r c e n t  o f  t h e  p r o v i d e r s  U  a n d  C  c h a r g e  i f  t h e  s e r v i c e  i s  n o t  c o v e r e d  b y  t h e  M N - M F S .  I n  1 9 9 5 ,
t h e r e  w e r e  1 0  C M C s  i n  M i n n e s o t a ;  c u r r e n t l y  t h e r e  a r e  f o u r.

T h e  d e p a r t m e n t  f i r s t  c o n s i d e r e d  w h e t h e r  t h e r e  w a s  a n y  e v i d e n c e  t h a t  m a n a g e d  c a r e  c o n t r o l l e d
c o s t s  w h i l e  m a i n t a i n i n g  a c c e s s  t o  s e r v i c e s  a n d  q u a l i t y  o f  c a r e .  M a n a g e d  c a r e  f o r  w o r k e r s '
c o m p e n s a t i o n  h a s  n o t  b e e n  s t u d i e d  i n  M i n n e s o t a ,  b u t  h a s  b e e n  e x t e n s i v e l y  r e s e a r c h e d  i n  o t h e r
j u r i s d i c t i o n s .  M u l t i p l e  s t u d i e s  s h o w  t h a t  m e d i c a l  c o s t s  a r e  l o w e r  i n  t h e  m a n a g e d  c a r e  p l a n s  w i t h
c o m p a r a b l e  t r e a t m e n t  o u t c o m e s ,  t h o u g h  p a t i e n t  s a t i s f a c t i o n  i s  l o w e r 52.

M i n n e s o t a  d i f f e r s  f r o m  m a n y  o t h e r  s t a t e s  b y  n o t  a l l o w i n g  m a n a g e d  c a r e  p l a n s  t o  n e g o t i a t e  r a t e s
o f  paymen t  w i th  hea l t h  c a r e  p rov ide r s  i n  t he  p l an ' s  ne twork .  A s t udy  done  by  t he  Worke r s '
C o m p e n s a t i o n  R e s e a r c h  I n s t i t u t e ,  s h o w s  t h a t  u p  t o  1 5  p e r c e n t  o f  t h e  s a v i n g s  r e a l i z e d  i n  s o m e
o t h e r  s t a t e s '  m a n a g e d  c a r e  s y s t e m s  a r e  a t t r i b u t a b l e  t o  n e g o t i a t i o n  o f  r a t e s  o f  p a y m e n t  w i t h  t h e
p l an ' s  pa r t i c i pa t i ng  p rov ide r s 53.

D e p a r t m e n t  re c o m m e n d a t i o n :   C e r t i f i e d  m a n a g e d  c a r e  p l a n s  b e  a l l o w e d  t o  n e g o t i a t e  f e e s  w i t h
p a r t i c i p a t i n g  p r o v i d e r s .

A n o t h e r  s i g n i f i c a n t  d i f f e r e n c e  b e t w e e n  m a n a g e d  c a r e  i n  M i n n e s o t a  w o r k e r s �  c o m p e n s a t i o n
a n d  p l a n s  i n  s o m e  o t h e r  s t a t e s  i s  t h e  r e q u i r e m e n t  t h a t  t h e  C M C  p r o v i d e  p e e r  r e v i e w,  u t i l i z a t i o n
r e v i e w,  d i s p u t e  r e s o l u t i o n  a n d  c a s e  m a n a g e m e n t  s e r v i c e s .  T h e  d e p a r t m e n t  r e v i e w e d  c o m m e n t s
t h a t  a r g u e d  m a n a g e d  c a r e  p l a n s  s h o u l d  b e  a b l e  t o  t a i l o r  t h e  s e r v i c e s  o f f e r e d  t o  i n s u r e r s  a n d
e m p l o y e r s ,  r a t h e r  t h a n  r e q u i r i n g  a  � o n e  s i z e  f i t s  a l l �  a p p r o a c h .

4 9 Minneso ta  S ta tu te s  sec t ion  176 .1351 .
5 0 National Conference of State Legislatures �What Legislators Need to Know About Managed Care� Washington,

D.C. ;  1997.  Avai lable  a t :   www.ncs l .org/publ ic /ca ta log/6642ex.htm.
5 1 Minneso ta  S ta tu t e s  s ec t ion  176 .135  subd .  1  ( f ) .
5 2 S u m m a r i z e d  b y  R e s e a r c h  a n d  St a t i s t i c s ,  M i n n e s o t a  D e p a r t m e n t  o f  L a b o r  a n d  I n d u s t r y,  2 0 0 3 .  D e t a i l s

ava i lab le  a t :   www.dol i . s ta te .mn.us /pdf /mtf9_9_cmcare .pdf .
5 3 W. G.  J o h n s o n ,  M . L .  B a l d w i n ,  S . C .  M a r c u s  T h e  I m p a c t  o f  Wo r k e r s � C o m p e n s a t i o n  N e t w o r k s  o n  M e d i c a l

Cos ts  and  Disab i l i ty  Payments  Cambr idge ,  Mass . ;  WCRI ,  1999 .
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! T h e re  a re  a l re a d y  n o n c e r t i f i e d  m a n a g e d
c a re  p l a n s  o p e r a t i n g  i n  M i n n e s o t a  t h a t
o f f e r  w o r k e r s � c o m p e n s a t i o n  i n s u re r s  o n l y
a  p ro v i d e r  n e t w o r k .  T h e  d e p a r t m e n t  n o t e d
t h a t  t h e s e  n o n c e r t i f i e d  p l a n s  d o  n o t  h a v e
t o  m e e t  a n y  o f  t h e  a c c e s s  r e q u i r e m e n t s
t h a t  a r e  m a n d a t e d  f o r  C M C s .

! S o m e  i n s u re r s  h a v e  i n v e s t e d  i n  d e v e l o p i n g
i n - h o u s e  c a p a b i l i t i e s  t o  p ro v i d e  s o m e  o f
t h e s e  a d d i t i o n a l  s e r v i c e s ,  p a r t i c u l a r l y
c a s e  m a n a g e m e n t ,  f o r  a l l  o f  t h e i r  c l a i m s .
Some commentators noted that it  is inefficient
and sometimes detrimental to have duplication
o f  t h e s e  s e r v i c e s .

Department  recommendat ion :   Make peer  review,
u t i l i za t ion  rev iew,  case  management  and  d i spu te
reso lu t ion  op t iona l features  of  cer t i f ied managed
c a r e .

F i n a l l y,  c e r t i f i e d  m a n a g e d  c a r e  i n  M i n n e s o t a �s
workers� compensation system differs from managed
ca re  in  gene ra l  med ica l  ca re  by  a l lowing  in ju red
w o r k e r s  t o  t r e a t  w i t h  a  h e a l t h  c a r e  p r o v i d e r
tha t  i s  no t  pa r t  o f  t he  p l an �s  ne twork  when  t he r e
i s  a  h i s t o r y  o f  a  p r e v i o u s  t r e a t i n g  r e l a t i o n s h i p .

A  s tudy  done  by  WCRI  shows  tha t  med ica l  cos t s
a r e  1 6  t o  4 6  p e r c e n t  l o w e r  i f  a l l  o f  a n  i n j u r e d
worker �s  t reatment  is  provided exclusively within
a  n e t w o r k ,  a n d  u p  t o  11  p e r c e n t  l o w e r  i f  m o s t
o f  t h e  t r e a t m e n t  i s  p r o v i d e d  w i t h i n  a  n e t w o r k 54.
Moreover,  the use of the plan�s network is  strongly
influenced by whether the first  health care provider
t o  t r e a t  t h e  w o r k  i n j u r y  w a s  a  m e m b e r  o f  t h e
p l a n �s  n e t w o r k .

A f o l l o w - u p  W C R I  s t u d y,  f o u n d  t h a t  u s e  o f  a
p l a n �s  n e t w o r k  a n d  m e d i c a l  c o s t s  a r e  r e d u c e d
b y  7  t o 1 0  p e r c e n t  i f  t h e  e m p l o y e r  c o n t r o l s  t h e
c h o i c e  o f  h e a l t h  c a r e  p r o v i d e r 55.

D e p a r t m e n t  re c o m m e n d a t i o n :   R e d e f i n e  w h e n
t h e r e  i s  a  p r i o r  t r e a t i n g  r e l a t i o n s h i p .

5 4 S.E. Fox, R.A. Victor,  X. Zhao The Impact of Init ial  Treatment by Network Providers on Workers� Compensation
Medica l  Cos t s  and  Disab i l i ty  Payments  Cambr idge ,  Mass . ;  WCRI ,  2001 .

5 5 R .A.  Vic tor,  D.  Wang,  P Borba  Provider  Choice  Laws ,  Network  Involvement ,  and  Medica l  Cos ts  Cambr idge ,
Mass . ;  WCRI,  2002.

Department recommendation:  Require the employee
to use the certif ied managed care plan�s designated
p r o v i d e r  f o r  t h e  f i r s t  1 4  d a y s  o f  t r e a t m e n t .

D e p a r t m e n t  re c o m m e n d a t i o n :  E v e n  w h e n  t h e
e m p l o y e r  d o e s  n o t  h a v e  a  m a n a g e d  c a r e  p l a n ,
a l l o w  t h e  e m p l o y e r  t o  s e l e c t  t h e  i n i t i a l  h e a l t h
c a r e  p r o v i d e r  f o r  t h e  f i r s t  1 4  d a y s  o f  t r e a t m e n t .

Task-force del iberat ions:   Pat  Johnson,  pres ident
of State Fund Mutual Insurance Company, presented
testimony to the task force favoring the negotiation
of fees with part icipat ing providers ,  more f lexible
a r r angemen t s  o f  MCO ope ra t i ons  be tween  p l ans
a n d  i n s u r e r s ,  a n d  a  n e w  d e f i n i t i o n  o f  t h e  p r i o r
t r e a t i n g  r e l a t i o n s h i p .

Ter i  S imon,  d i rec tor  o f  Comprehens ive  Managed
C a r e ,  s p o k e  f o r  t h e  f o u r  M C O s  s t i l l  o p e r a t i n g
i n  M i n n e s o t a .  T h e  M C O s  f a v o r  � u n b u n d l i n g �
of  the  var ious  components  of  the  current  managed
c a r e  p l a n s  t o  a l l o w  m o r e  f l e x i b l e  a r r a n g e m e n t s
w i t h  i n s u r e r s  a n d  w o u l d  s u p p o r t  e l i m i n a t i o n  o r
redefinition of the prior treating physician exception.
T h e  p l a n s  w e r e  s p l i t  o n  t h e  i s s u e  o f  n e g o t i a t i n g
fees  w i th  pa r t i c ipa t ing  p rov ide r s .  S imon  ag reed
w i t h  J o h n s o n  t h a t  t h e  c u r r e n t  m a n a g e d  c a r e
r u l e s  a r e  o v e r l y  c o m p l e x  a n d  o n e r o u s .

S e v e r a l  o f  t h e  t a s k - f o r c e �s  h e a l t h c a r e  p r o v i d e r
r e p r e s e n t a t i v e s  s t a t e d  t h a t  m a n a g e d  c a r e  p l a n s
wou ld  no t  nego t i a t e  f ee s  bu t  r a the r  impose  them
u n i l a t e r a l l y  a n d  h e a l t h  c a r e  p r o v i d e r s  w o u l d
h a v e  n o  a l t e r n a t i v e  b u t  t o  a c c e p t  t h e s e  c h a n g e s
i f  t h e y  w a n t e d  t o  s t a y  i n  t h e  p l a n �s  n e t w o r k .
O t h e r  m e m b e r s  n o t e d  t h e  p l a n  w o u l d  h a v e  t o
offer fees acceptable in the market or the providers
s o u g h t  a f t e r  b y  t h e  p l a n s  w o u l d  i n  f a c t  d e c l i n e
to  pa r t i c ipa t e .  The re  were  a l so  gene ra l  conce rns
t h a t  r u l e s  r e q u i r i n g  t i m e l y  a n d  g e o g r a p h i c a l l y
c o n v e n i e n t  a c c e s s  b e  m a i n t a i n e d .

T h o m a s  M o t t a z ,  t e s t i f y i n g  f o r  t h e  M i n n e s o t a
Trial Lawyers Association, opposed any limitations
o n  a n  e m p l o y e e �s  c h o i c e  o f  t r e a t i n g  h e a l t h  c a r e
p rov ide r.
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C os t  imp l i ca t i ons

The department was asked to provide some information
regarding the implications of i ts  recommendations
f o r  w o r k e r s '  c o m p e n s a t i o n  m e d i c a l  c o s t s  a n d
t o t a l  s y s t e m  c o s t s .  T h e  d e p a r t m e n t  u s e d  a c t u a l
bi l ls  submit ted to  workers '  compensat ion insurers
tha t  p rov ided  da ta  to  the  depar tment  spec i f ica l ly
f o r  t h i s  p u r p o s e .

 F o r  t h e  f o l l o w i n g  r e c o m m e n d a t i o n s ,  e i t h e r  t h e
data available to the department lacks the necessary
d e t a i l s  t o  c o m p u t e  a n  e s t i m a t i o n ,  o r  t h e  s i z e  o f
the ant icipated effect  would be ent irely dependent
on unreliable assumptions about the future behaviors
o f  i n s u r e r s ,  h e a l t h  c a r e  p r o v i d e r s ,  j u d g e s  a n d
i n j u r e d  w o r k e r s .

� Setting the maximum allowable fee for medications
a t  t h e  M A C  +  $ 3 . 6 5  o r  a t  8 6  p e r c e n t  AW P
+  $ 3 . 6 5 ,  i f  n o  M A C  p r i c e  i s  a v a i l a b l e .

� A l l o w i n g  a n  e m p l o y e r / i n s u r e r  t o  c o n t r a c t
w i t h  a n d  n e g o t i a t e  r a t e s  w i t h  a  p h a r m a c y
n e t w o r k  f r o m  w h i c h  t h e  i n j u r e d  e m p l o y e e
m u s t  s e l e c t  a  p h a r m a c y  t o  f i l l  p r e s c r i p t i o n s .

� Requiring pharmacy benefit managers to disclose
a n y  r e b a t e s  t o  e m p l o y e r s / i n s u r e r s .

� Amending the workers '  compensation treatment
p a r a m e t e r s .

� A l l o w i n g  m a n a g e d  c a r e  p l a n s  t o  n e g o t i a t e
f e e s  w i t h  p a r t i c i p a t i n g  p r o v i d e r s .

� Mak ing  pee r  r ev i ew,  u t i l i z a t i on  r ev i ew,  ca se
m a n a g e m e n t  a n d  d i s p u t e  r e s o l u t i o n  o p t i o n a l
f e a t u r e s  o f  c e r t i f i e d  m a n a g e d  c a r e .

�  Rede f in ing  when  t he r e  i s  a  p r i o r  t r e a t i ng
r e l a t i o n s h i p  w i t h  a  p r o v i d e r  w h o  i s  n o t  i n  a
CMC' s  ne twork .

� R e q u i r i n g  e m p l o y e e s  t o  u s e  t h e  C M C ' s
d e s i g n a t e d  p r o v i d e r  f o r  t h e  f i r s t  1 4  d a y s .

� A l lowing  employe r s  t o  s e l ec t  t he  i n i t i a l
h e a l t h  c a r e  p r o v i d e r  f o r  t h e  f i r s t  1 4  d a y s  o f
t r e a t m e n t .

� Adding to the statutory definition of "reasonably
required treatment" � "as defined by any applicable
treatment parameter" and that treatment exceeding
a  parameter  i s  presumed to  be  "not  reasonably
requi red ."  This  p resumpt ion  be ing  rebu t tab le
b y  c l e a r  a n d  c o n v i n c i n g  m e d i c a l  e v i d e n c e
t h a t  a  r e a s o n  f o r  d e p a r t u r e  e x i s t s .

� Requiring judges and payors to apply the treatment
p a r a m e t e r s .

� Authorizing the department  to  use "expedi ted"
r u l e m a k i n g  t o  u p d a t e  a n d  e x t e n d  p a r a m e t e r s
wi th  a  l ega l  s t anda rd  tha t  t he  pa rame te r  mus t
r e f l e c t  e v i d e n c e - b a s e d  m e d i c a l  p r a c t i c e  a n d
b e  d e v e l o p e d  i n  c o n s u l t a t i o n  w i t h  M S R B .

� Amending the statute to limit physical medicine
m o d a l i t i e s  a n d  p r o c e d u r e s  t o  2 4  v i s i t s  p e r
in jury.

� Amending the s ta tute  to  def ine any technology
n o t  a p p r o v e d  b y  t h e  F D A  p r i o r  t o  t h e  d a t e
o f  e n a c t m e n t  a s  " n o t  r e a s o n a b l y  r e q u i r e d "
un le s s  approved  fo r  u se  by  the  commiss ione r
i n  c o n s u l t a t i o n  w i t h  t h e  M S R B .

However, these recommendations are all extensions
o f  c o s t  c o n t r o l  m e t h o d s  i n t r o d u c e d  i n  t h e  1 9 9 2
leg i s l a t ive  re fo rm tha t  r e su l t ed  in  a  13 .7  pe rcen t
d e c l i n e  f r o m  1 9 9 3  t o  1 9 9 4  i n  t h e  a v e r a g e  c o s t
p e r  c l a i m  o r  t h e y  a r e  c o s t  c o n t r o l  m e a s u r e s
that have been studied in other workers' compensation
sys tems  and  found  to  be  a s soc ia ted  wi th  med ica l
c o s t s  s a v i n g s .

E s t i m a t e s  o f  t h e  i m p a c t  o n  m e d i c a l  a n d  s y s t e m
costs could be provided for the remaining recommendations.

F o r  e a c h  o p t i o n ,  t h e  i m p a c t  o n  m e d i c a l  c o s t s
and  sys tem cos t s  i s  shown fo r  tha t  change  a lone .
I n  a d d i t i o n ,  f o r  t h e  h o s p i t a l  r e c o m m e n d a t i o n s ,
t h e  i m p a c t s  a r e  s h o w n  f o r  t h e  s c e n a r i o  i n  w h i c h
the fee schedule conversion factor  is  a lso changed
acco rd ing  t o  r ecommenda t i on  11  (because  some
h o s p i t a l  s e r v i c e s  a r e  p a i d  a c c o r d i n g  t o  t h e  f e e
s c h e d u l e ) .
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� R e a d j u s t  t h e  C F  t o  w h a t  i t  w o u l d  h a v e  b e e n  h a d  t h e  P P I - P  b e e n  u s e d  w h e n  a v a i l a b l e  ( $ 6 2 . 8 6 )
a n d  i n  t h e  f u t u r e  a d j u s t  b y  P P I - P.

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 5 . 4  p e r c e n t - 2  p e r c e n t

� P a y  n o n h o s p i t a l  s e r v i c e s  n o t  c o v e r e d  b y  t h e  f e e  s c h e d u l e  a t  6 8  p e r c e n t  o f  U  a n d  C .

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 4 . 7  p e r c e n t - 1 . 7  p e r c e n t

� E l i m i n a t e  t h e  s m a l l  h o s p i t a l  d i s t i n c t i o n  a n d  i n s t e a d  s e p a r a t e  c r i t i c a l - a c c e s s  h o s p i t a l s
r e i m b u r s e m e n t  a t  t h e  h i g h e r  r a t e .

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 2 . 5  p e r c e n t - 0 . 9  p e r c e n t

! I n  c o m b i n a t i o n  w i t h  c h a n g e  t o  c o n v e r s i o n  f a c t o r :

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 8 . 3  p e r c e n t - 3  p e r c e n t

� P a y  n o n c r i t i c a l - a c c e s s  h o s p i t a l  i n p a t i e n t  s e r v i c e s  a n d  o u t p a t i e n t  s e r v i c e s  n o t  c o v e r e d  b y
t h e  f e e  s c h e d u l e  a t  t h e  a v e r a g e  p a y m e n t - t o - c h a r g e  r a t i o  f o r  a l l  h o s p i t a l s  p l u s  1 5  p e r c e n t
( i . e .  5 3  p e r c e n t  +  1 5  p e r c e n t  =  6 8  p e r c e n t ) .

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 9  p e r c e n t - 3 . 3  p e r c e n t

! I n  c o m b i n a t i o n  w i t h  c h a n g e  t o  c o n v e r s i o n  f a c t o r :

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 1 4 . 9  p e r c e n t - 5 . 4  p e r c e n t

� P a y  c r i t i c a l - a c c e s s  h o s p i t a l  i n p a t i e n t  s e r v i c e s  a t  1 0 0  p e r c e n t  U  a n d  C ;  p a y  a l l  o t h e r
s e r v i c e s  a t  f e e  s c h e d u l e  +  1 5  p e r c e n t ,  i f  i t  a p p l i e s ;  o t h e r w i s e ,  a t  a v e r a g e  p a y m e n t - t o -
c h a r g e  r a t i o  f o r  a l l  h o s p i t a l s  p l u s  3 0  p e r c e n t  ( i . e .  8 3  p e r c e n t ) .

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 2 . 8  p e r c e n t - 1  p e r c e n t

! I n  c o m b i n a t i o n  w i t h  c h a n g e  t o  c o n v e r s i o n  f a c t o r :

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 8 . 7  p e r c e n t - 3 . 2  p e r c e n t

� F i n a l l y,  t h e  i m p a c t  o f  i m p l e m e n t i n g  a l l  o f  t h e  a b o v e  r e c o m m e n d a t i o n s :

C h a n g e  i n  m e d i c a l  c o s t s : C h a n g e  i n  s y s t e m  c o s t s :
- 2 0  p e r c e n t - 7 . 3  p e r c e n t
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Task- force  r ecommenda t ions

A f t e r  r e c e i v i n g  t e s t i m o n y  f r o m  i n t e r e s t e d  p a r t i e s  t h a t  h a d  r e q u e s t e d  t o  s p e a k  t o  t h e  t a s k  f o r c e ,
e a c h  m e m b e r  w a s  a s k e d  t o  s u b m i t  t h e i r  r e c o m m e n d a t i o n s  f o r  d i s t r i b u t i o n  a n d  d i s c u s s i o n .
M e m b e r s  w e r e  a s k e d  t o  u s e  t h e  r e c o m m e n d a t i o n s  m a d e  b y  t h e  d e p a r t m e n t  a s  a  t e m p l a t e  f o r
t h e i r  s u b m i s s i o n s  a n d  w e r e  a s k e d  t o  c o m m e n t  a b o u t  e a c h  t o p i c  d i s c u s s e d .  T h e s e  t a s k - f o r c e
r e c o m m e n d a t i o n s  w e r e  s u b m i t t e d  p r i o r  t o  t h e  D e c .  2 ,  2 0 0 3  f i n a l  m e e t i n g  a n d  w e r e  d i s c u s s e d
t h e n .  S u b s e q u e n t l y,  t h e  d e p a r t m e n t  h a s  c o l l a t e d  t h e  c o m m e n t s  a n d  r e c o m m e n d a t i o n s  f o r  t h i s
r e p o r t .  T h e  a c t u a l  s u b m i s s i o n s  a r e  a t t a c h e d  a s  A p p e n d i x  C  a n d  a r e  s u m m a r i z e d  b e l o w.

M a n y  o f  t h e  g e n e r a l  c o m m e n t s  r e c e i v e d  f r o m  t h e  m e m b e r s  w e r e  s i m i l a r  t o  s t a t e m e n t s  m a d e  b y
v a r i o u s  p a r t i e s  d u r i n g  t h e i r  t e s t i m o n y  a n d  d i s c u s s e d  a b o v e .

I n  r e g a r d  t o  t h e  d e p a r t m e n t �s  r e c o m m e n d a t i o n s ,  t h e  l a b o r  r e p r e s e n t a t i v e s  w e r e  u n i v e r s a l l y
o p p o s e d  t o  a n y  c h a n g e s  i n  t h e  s t a t u s  q u o ,  c o n s i s t e n t  w i t h  t h e i r  o p i n i o n  t h a t  t h e r e  w a s  n o
m e d i c a l  c o s t  p r o b l e m  a n d  t h e i r  c o n c e r n  t h a t  t h e  p r o p o s e d  c h a n g e s  w o u l d  a l l  h a v e  n e g a t i v e
i m p a c t s  o n  t h e  i n j u r e d  w o r k e r s �  a c c e s s  t o  h e a l t h  c a r e  s e r v i c e s .  T h e  p h a r m a c y  r e p r e s e n t a t i v e
a l s o  o p p o s e d  a n y  c h a n g e s  t o  t h e  c u r r e n t  s y s t e m .

T h e  e m p l o y e r  r e p r e s e n t a t i v e s  g e n e r a l l y  e n d o r s e d  t h e  d e p a r t m e n t �s  r e c o m m e n d a t i o n s  o r  o f f e r e d
n o  c o m m e n t .

Table  5

G e n e r a l  c o m m e n t s  f r o m  m e m b e r s N u m b e r  o f  m e m b e r s  ( o f  1 2 )

Given that  workers '  compensat ion costs  are  43 percent
less  now than in  1994,  there  is  no cost  problem. 7

Cutting reimbursement to health care providers will  result
in  less  access  to  necessary services  for  in jured workers . 5

The current  t reatment  system gives good value for  the price paid. 4

Because the  task force only considered medical  costs ,  i t  d id  not
fulfi l l  the legislative mandate to look at  al l  cost-drivers. 2

Cutting workers '  compensation reimbursement will  imperil
Minnesota 's  general  heal th care system. 2
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A m o n g  t h e  r e m a i n i n g  h e a l t h  c a r e  p r o v i d e r  r e p r e s e n t a t i v e s ,  t h e r e  w a s  c o n s i d e r a b l e  v a r i a t i o n  i n
a s s e s s m e n t  o f  t h e  d e p a r t m e n t �s  r e c o m m e n d a t i o n s .  T h e y  u n a n i m o u s l y  o p p o s e d  a n y  r e d u c t i o n s
in payments for  services,  but  frequently endorsed recommendations aimed at  control l ing inappropriate
ut i l iza t ion.

Table  6

F o r  A g a i n s t
Pharmacy recommendations 3
Hospital  cost  recommendations 5
Medical  fee schedule 5
Utilization control recommendations

1 . Allow employer to select  ini t ial  health care provider
for  the f i rs t  14 days of  t reatment . 1 1

2 . Amend the statutory definit ion of
"reasonably required treatment." 2 1

3 . Require  judges  and payors  to  apply  the  parameters . 3 1
4 . Authorize the department to use "expedited" rulemaking. 3 1
5 . Amend the statute to l imit physical medicine

modali t ies  and procedures to  24 vis i ts  per  injury. 3 * 1
6 . Amend the statute to define any technology not

approved by the  FDA pr ior  to  the  date  of  enactment
as "not  reasonably required." 2 2

 * Tw o  o f  t h e  t h r e e  r e c o m m e n d e d  t h a t  t h i s  b e  d o n e  b y  t r e a t m e n t
p a r a m e t e r  i n s t e a d  o f  b y  s t a t u t o r y  c h a n g e .

On ly  two  o f  t he  hea l th  ca re  p rov ide r  r ep resen ta t ives  o ff e red  any  comment s  abou t  t he  depa r tmen t �s
m a n a g e d  c a r e  r e c o m m e n d a t i o n s . T h e y  b o t h  o p p o s e d  a n y  c h a n g e s  �  e s p e c i a l l y  a l l o w i n g  m a n a g e d
c a r e  p l a n s  t o  n e g o t i a t e  r a t e s  o f  p a y m e n t  w i t h  p a r t i c i p a t i n g  p r o v i d e r s .


